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Tue address of Mr. Carlisle at the 
recent dinner of the Chamber of Com- 
merce in New York upon the subject of 
a sound and stable currency, is especi- 
ally deserving ot a careful reading by 
reason of the fact that it embodies the 
views of the chief financial officer of 
the administration, and one whose opin- 
ions are destined to have great weight 
with congress, in shaping the financial 
policy of the government. 

Mr. Carlisle speaks in no uncertain 
terms. What he says is direct to the 
point, and business-like. He maintains 
that a double-standard is a fallacy, and 
that gold must be the standard for this 
country, so long as the other nations of 
the earth with whom this country has 
extensive business dealings hold to it, 
and recognise no other medium of pay- 
ment. While, by reason of the immense 
silver interests of this country, the en- 
hancement in value of the white metal 
and its use as money is a matter of deep 
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concern, the course of the world’s events 
has forced the government, in the inter- 
est of the people, to the position of ex- 
cluding its free coinage at the existing, 
or any ratio, until such time as the 
future shall develop its status. 


Wuart the future of silver is to be, is 
made the subject of a profound work by 
Edward Suess, Professor of Geology at 
the University of Vienna, which ap- 
peared in the spring of 1892, a transla 
tion of which (by Robert Stein of the 
U. S. Geological Survey) is now pub- 
lished by permission of the author, 
and by direction of the committee on 
finance of the senate of the United 
States. 

His conclusions are striking: 


First of all, it is certain that Europe, in case 
of refusal to enter into an international agree 
ment, leaves America's hand free to enact meas- 
ures which must exert the most profound influ- 
ences on all commerce and on the money affairs 
of Europe herself. 

Furthermore, it is certain that gold alone can 
never become the standard of the whole earth, 
but that, on the contrary, a time will come 
when it will have been entirely absorbed by in- 
dustry. Let us not forget Soetbeer's results, 
according to which the entire monetary stock of 
the earth is smaller by almost one third than the 
production of the last forty years. 

From this it follows, furthermore, that, as- 
suming that the system of metallic coinage con- 
tinues to exist (and I see as yet no practicable 
substitute), silver will become the standard 
metal of the earth. 

The process is developing in this direction, 
but evidently more rapidly than I thought prob- 
able in 1877, for it appears that events of this 
kind which in other ages would belong to a 
More remote future are able, with the sensitive- 
ness of the present commercial life and the per- 
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fection of present means of communication, to 
produce, as soon as they become recognizable, a 
potential downward grade which hastens their 
own advent. 

Finally, it must be admitted that under the 
present conditions of production a bimetallistic 
agreement would bear the marks of a transition 
measure, though a beneficent one. 

At such a time, when the final outcome may 
indeed be foreseen but the nearest course of 
affairs is altogether obscure and not without 
danger, a difficult task is incumbent On those 
governments which, not belonging to either of 
the two monometallistic groups, wish to pro- 
tect their country against the uncertainty of the 
situation. At the present cay they should not 
without necessity allow themselves to be drawn 
into this struggle. First of all, they should ad- 
vocate an international agreement. If this is 
not reached, and if the United States decide in 
favor of gold, then there will ensue a struggle 
for that metal, in which those European states 
will be the first to lose their gold circulation 
which have debt certificates abroad, or which 
are otherwise economically weaker. If the de- 
cision is made in favor of silver, then a short 
interval may ensue in which the acquisition of 
gold would be cheaper than it is to-day. Even 
trom the standpoint of those who, despite all the 
lessons of past years, still believe that some 
large political body oughtto jointhe gold group, 
it would thus be necessary to warn against 
taking such a step before North America has 
spoken. Especially should this warning apply 
to Austria-Hungary, where, through the favor 
of external relations, through pacific policy, 
through the industry of the population and 
heavy taxation, the economic and _ financial 
conditions have been improved. The fruits of 
this improvement should not be abandoned to 
the arbitrament of a foreign government; the 
nation should quietly continue to strengthen 
itself, 

When Buckle wrote that famous chapter of 
his history of civilization in England which 
treats of the influence exerted by the laws of 
nature on the institutions of human society, he 
could not yet have foreseen that it would be 
possible from the data given by nature to estab- 
lish a prognosis for perfectly definite economic 
questions. He took into consideration the dis- 
tribution of climates and the variety of the ex- 
ternal conditions of life, But the comparisons 
change as soon as man employs a definite sub- 
stance whose occurrence is subject to definite 
laws, and as soon as one is able to take into ac- 
count the limits of occurrence of this substance, 
the parallax of quantity as it were, albeit within 
ever so wide confines. Gold is not the rarest 
metal, but it is too rare for the task which some 
would like to impose on it. 

Already in his official preliminary works for 
the monetary congress of the United States for 
1876, whose mostimportant theses unfortunately 
seem to have attained publicity only much later, 
Del Mar, the chief of the Bureau of Statistics of 
the United States, put forth the view ‘‘that the 
probable exhaustion of all the great gold bear- 
ing alluviums of the world and the number and 
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the possible wealth of the silver mines, through 
the effect of quantity and aside from other cir- 
cumstances, would tend to widen the relation of 
value between the two metals, and in this way 
to render gold dearer and dearer, and silver 
cheaper and cheaper.” 

The same result was reached at the same time 
through studies in Europe. Experience since 
then has confirmed them. The governments to 
whom belongs the leadership in these things 
may now ask themselves whether they have the 
strength and the will to draw the logical con- 
clusions, or whether they will continue to judge 
a subject which concerns the whole earth merely 
from the standpoint of the immediate interest 
of their states; whether, in particular, in Eng- 
land the interest of the government creditors is 
to remain the ruling interest. 

China was able through thousands of years to 
draw upon itself for its requirements and to 
continue in isolation. Europe will not bear 
isolation from the other continents. The ques- 
tion is no longer whether silver will again be- 
come a full-value coinage metal over the whole 
earth, but what are to be the trials through 
which Europe is to reach that goal. 


Mr. ALLEN RipLey Foore, of Wash- 
ington, whose address upon ‘‘A Sound 
Currency” was received with much 
favor at the late convention of the 
American’ Bankers’ Association in 
Chicago, contributes for our current 
number a discussion of the question: 
Is it a safe time to repeal the national 
tax on state bank currency? 

Mr. Foote’s proposition is that the 10 per 
cent. tax should ultimately be repealed, 
but not until an amendment to the con- 
stitution of the United States is adopt- 
ed, giving the federal government the 
exclusive right to charter banks of issue. 
There is no advantage, he shows, to the 
people in any state in having a state 
bank currency even though perfectly 
sound, in preference to a currency 
issued by national banks in the state, 
while there may be many disadvan- 
tages. 

A constitutional amendment settling 
the national character of banks of issue 
and putting at rest the uncertainty 
whether the future bank currency is to 
be national, state, or mixed, and also 
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the debatable question of the power of 
congress to prohibit, in time of peace, 
by national tax, the exercise by state 
banks of their charter right to issue 
currency, would certainly be a plain 
way out of the difficulty, for the conten- 
tion is frequently made that it is be- 
yond the power of congress at the pres- 
ent time, to either directly, (or indirect- 
ly by tax), prohibit state bank issues, 
and that this power is not conferred by 
the constitutional authority to regulate 
commerce between the states. Would 


a constitutional amendment, as propos- 
ed, be within the range of practicability? 


GROWING out of the failure of the 
Madison Square bank in New York city 
and the facts that have subsequently 
come to light as to the insufficient and 
unsafe character of the security on 
which many of the loans were made, the 
Grand Jury in New York city have ar- 
raigned the state banking department, 
asserting that ‘‘examinations by the ex- 
aminers as now made are clearly insuffi- 
cient and misleading, and that some 
radical change should be made in the 
system.” 

The truth is, no system of government- 
al examination can be so complete or 
thorough, as to absolutely guarantee to 
depositors and stockholders that loans 
are in all cases wise, and security ample. 
It is beyond the power of any examiner 
to fully investigate and determine in 
each particular instance the precise 
value of the multitude ot biils receivable 
and collateral, which make up the sum 
total of a bank’s assets, and much must, 
of necessity, be left to the good judg- 
ment of the loan officials of the bank, in 
the faith and belief that their interest in 
the success of the institution, will make 
them careful and vigilant in loaning the 
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bank’s money. Of course, Joans, ap- 
parently improper on their face, as for 
example, to officers of the bank or 
others, in large amounts and without 
security, or manipulations by which the 
funds of the bank are advanced to par- 
ties that they may purchase its stock, 
become directors, and then repay the 
loan by pledge of the identical stock 
thus acquired, without advancing a 
single cent of their own money, are 
transactions that a competent examiner 
ought to take cognizance of, and report, 
and that the bank department should 
correct; and a failure of one or both, in 
these respects, would constitute good 
ground for criticism. But any derelic- 
tion in this regard relates more to the 
inefficiency of particular officials, than 
to radical defects in the system of bank 
examination, now prevailing in New 
York state. 


EXTENSION clauses in promissory 
notes, whereby the holder is authorized 
to grant one or more extensions of the 
time of payment, are of frequent occur- 
rence, the object being to enable exten- 
sion to be made without release of sure- 
ties or indorsers. In the present Jour- 
nal, a decision from Indiana will be 
noted, to the effect that a waiver of de- 
fense by reason of ‘‘any extension of the 
time of payment,” not only renders the 
note non-negotiable, for uncertainty, 
but the words ‘‘any extension” are con- 
strued to authorize one only, and if 
more are granted, the surety is dis- 
charged. These are important points 
to be noted by bankers. In the Journal 
of March 15, 1891, at page 491, the 
reader will also find reference toa num- 
ber of cases, holding that a clause au- 
thorizing the holder to ‘‘extend the time 
of payment from time to time, indefini- 
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tely,”’ deprives the instrumeut of its ne- 
gotiable character. These consequences 
should be taken note of by bankers in 
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framing their forms of promissory notes, 
or in loaning money upon such instru- 
ments, when offered for discount. 


IS IT A SAFE TIME TO REPEAL THE NATIONAL TAX ON STATE 
BANK CURRENCY ? 


No permanent settlement of the cur- 
rency and banking question can be 
effected until the question is first settled 
defining the character of banks of issue, 
whether they shall be exclusively na- 
tional, exclusively state, or a mixed sys- 
tem of national and state banks of issue. 

When the United States constitution 
was adopted the statesceded to the gen- 


eral government the exclusive right to 
coin money, but reserved to themselves 
the right to charter banks of issue. Un- 
til the war of the rebellion the currency 
and banking system of this country was 


founded upon this basis. War necessi- 
ties naturally gave greater emphasis to 
the federal powers and led to the issue 
of legal tender notes, to the organization 
of national banks of issue,-and to the 
suppression of state banks of issue by 
the general government. These meas- 
ures have since been decided to be con- 
stitutional by the supreme court of the 
United States as war measures necessary 
for the preservation of the union. 
Whether they would now be so held by 
the same court, the mecessity for their 
enactment no longer existing, is an open 
question. 

The right of self-preservation makes 
constitutional every measure necessary 
for self-preservation. There are other 
rights, however, equally fundamental, 


and as necessary to be maintained for 
the promotion of the welfare of the whole 
people when united in the pursuit of the 
vocations of peace. 

‘‘Governments are instituted among 
men, deriving their just powers from the 
consent of the governed. Whenever any 
form of government becomes destructive 
of these ends (the welfare of the people) 
it is the right of the people to alter or 
abolish it, and to institute a new gov- 
ernment, laying its foundations on such 
principles, and organizing its powers in 
such form, as to them shall seem most 
likely to effect their safety and happi- 
ness. ’”* 

The will of the people, in a republic 
founded upon manhood suffrage is de- 
termined by the action of the majority. 
By the logic of events every state has 
passively admitted the right of the 
United States government to charter na- 
tional banks of issue and to suppress 
state banks of issue. By their acts of 
reconstruction all states that attempted 
secession became members of a new 
union, in which all banks of issue were 
chartered by the general government 
and no banks of issue were chartered by 
state governments, _By the logical se- 
quence of their acts all states have ap- 


* The declaration of American Independence,adopt- 
ed by congress, July 4, 1776. 
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proved a constructive change in the 
United States constitution, giving to the 
general government the exclusive right 
to charter banks of issue. 

An unsound currency and banking 
system is as destructive of the welfare 
of the people in times of peace as are de- 
feats by battles in times of war. This 
truth is now so fully recognized that no 
man advocates the organization of any 
bank of issue under conditions that he 
does not represent will not with absolute 
certainty render every note issued good 
at its denominational value, so long as 
it shall remain in the pockets of the peo- 
ple. There is no necessary reason why 
this requirement cannot be as fully sat- 
isfied by state banks of issue as by na- 
tional banks of issue. When this re- 
quirement is fully satisfied there is no 
reason why those who own and manage 
a bank would wish to have it a state 
bank of issue; but there are many and 


important reasons why they would want 
it to be a national bank of issue. A cur- 


rency note, good beyond the possibility 
of a doubt, at its denominational value, 
so long as it shall remain in the pockets 
of the people is good enough to circu- 
late without challenge, restriction or dis- 
count in every state. If it is not suffi- 
ciently good to respond to these require- 
ments, itis not good enough to be issued 
and should be given no right to exist 
by either state or national governments. 
If it is sufficiently good to respond to 
these requirements, it is good enough to 
be issued by authority of the United 
States and being issued by such author- 
ity, it will circulate without challenge, 
restriction or discount in every state. 
No banker will voluntarily consent to be 
restricted within the narrow limits of a 
state when, by complying with exactly 
the same conditions, his currency notes 
can enter into the comparatively limit- 
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less sphere of the inter-state exchanges 
ot the nation, 

If the people of a state have the wis- 
dom and the resources that will enable 
them to formulate and enjoy a system 
of state banks of issue that will combine 
the highest possible maximum of utility 
with the lowest possible minimum of 
danger, they have sufficient wisdom and 
resources to enable them, with the co- 
operation of the people in other states, 
to formulate and enjoy a system of na- 
tional banks of issue that will respond 
to these requirements and will supply a 
currency of unquestioned value, uniform 
in character, protected from counterfeit- 
ing by United States laws, known to 
and recognized by every person to whom 
it may be offered within the limits of the 
nation. If the people of any state are so 
deficient in wisdom or resources that 
they are unable to formulate and enjoy 
such a system of banking, they should 
prohibit the organization of state banks 
of issue and the circulation within the 
state of state bank notes issued by other 
states, as a means of securing for their 
own use the sound currency issued by 
national banks. If the people of all 
states that are able to formulate and 
maintain a sound system of state banks 
of issue will co-operate with the people 
of all states that are unable to do this, 
it will be an easy matter so to amend 
the constitution of the United States as 
to delegate to the general government 
the exclusive right to charter banks of 
issue. Such a measure will settle the 
currency and banking question ina way 
to secure an absolutely sound system for 
the benefit of every person in every 
state, and it will be founded on funda- 
mental authority of ‘‘the consent of the 
governed.” This will remove all uncer- 
tainty and irritation caused by the sup- 
pression of state banks of issue by a na- 
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tional tax on state bank currency, en- 
acted as a war measure. 

If the people of a state exercise the 
right to charter state banks of issue and 
fail to make the currency notes issued 
by such banks as good in every respect 
as national bank currency, the effect of 
such action will be to place the people 
of the state at a disadvantage with the 
people of all other states in dealing in 
inter-state exchanges, just as the adop- 
tion of a silver standard of value would 
place the people of this nation at a dis- 
advantage with the people of other na- 
tions in dealing in inter-national ex- 
changes where all values are determined 
by a gold standard. When the bullion 


value of a silver dollar in the markets of 
the world is less than the bullion value 
of a gold dollar, foreign creditors will 
demand payment in gold. This will take 
gold out of the country and leave silver 
as the coined currency of the country be- 


cause the United States government 
cannot make a silver dollar a legal ten- 
der at its denominational value in pay- 
ment to a person in a foreign country. 

When the secured value of a state 
bank note is less than the secured value 
of a national bank note, creditors will 
demand payment in national bank notes: 
this will take national bank notes out of 
the state in which state bank notes are 
issued, because no state can make a state 
bank note a legal tender. For this rea- 
son the people of any state who wish to 
enjoy the benefits of national bank cur- 
rency must prohibit the chartering of 
state banks of issue. 


CONCLUSIONS, 


1. National banks of issue have been 
authorized and state banks of issue have 
been suppressed as the result of con- 
structive changes in the constitution of 
the United States forced by war neces- 
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sities and sustained by supreme court 
decisions. 

2. The same conditions as to security 
that will make a state bank note good 
will make a national bank note good, 
therefore, a banker can gain nothing 
and must lose much by issuing a sound 
state bank note. He will not issue state 
bank notes if left free to choose between 
the two systems, state and national, 
both being equally sound and well se- 
cured. 

3. If a state bank note is not as well 
secured as a national bank note, it 
should not be issued. 

4. If the people of a state can organ- 
ize state banks of issue the notes of 
which will be as well secured as national 
bank notes, they can remodel the na- 
tional banking system so that the same 
conditions they would comply with in 
organizing sound state banks, will en- 
able them to organize national banks of 
issue. 

5. If state banks of issue are charter- 
ed and the notes issued by them have a 
less secured value than national bank 
notes, the state bank notes will drive na- 
tional bank notes out of use in the state 
in which such state bank notes are al- 
lowed to circulate. 

6. If the people of a state desire toen- 
joy the benefits of a national bank cur- 
rency they must prohibit the organiza- 
tion of state banks of issue and the cir- 
culation within the state of state bank 
notes issued by other states. 

7. If the people of the states that are 
able to organize sound state banks of 
issue, co-operate with the people of the 
states that are unable to organize such 
banks,and forthat reason want and need 
the benefit of national bank currency,an 
amendment to the constitution of the 
United States can be adopted delegat- 
ing to the general government the ex- 
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clusive right to charter banks of issue. 
This will place the currency and bank- 
ing system of this country on a sound 
and stable basis. It will settle all debat- 
able questions as to what the character 
of banks of issue shall be, and will base 
the monetary policy of the people intel- 
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ligently and voluntarily adopted, on the 
broad and enduring foundation of ‘‘the 
consent of the governed.” It will then 
be safe to repeal the national tax on 
state bank currency. 
ALLEN R. Foore. 
Takoma Park, District of Columbia. 


A SINGLE STANDARD AND A SOUND AND STABLE CURRENCY. 


Address of Hon. John G. Carlisle, secretary of the treasury, at the 125th annual dinner of the New York Cham- 
ber of Commerce, Tuesday evening, November a1, 1893, in response to the following: ‘Commerce demands 
and the honor of the country requires that the obligations of the United States shall be paid in coin current 
in any market of the world, and that this question shall be settled for all time and beyond controversy.” 


MR PRESIDENT AND GENTLEMEN.—The subject 
presented by the sentiment just read is so large 
and involves so many considerations, not only 
of public policy but of public and private honor 
and good faith, that I scarcely know how to re- 
spond to it on such an occasion as this, where 
brevity of statement will be more appropriate 
than elaborate argument. I am somewhat em- 
barrassed also by the fact that I am to talk to 
an assemblage of gentlemen who, by reason of 
their personal experience in commercial and 
financial affairs, are at least in as good a posi- 
tion as Iam to understand and appreciate the 
value of a sound and stable currency and to 
foresee the injurious effects of a departure from 
correct financial methods. 

Money and its representatives constitute the 
tools with which the merchant and the banker 
perform their parts in the numerous and com- 
plicated transactions necessarily occurring in 
the growth and development of our trade at 
home and abroad, It is not possible to do per- 
fect work with imperfect instruments, and if it 
is attempted the consequences will not fall upon 
you alone, but must be felt sooner or later in 
every part of the land. Confidence would be 
destroyed, trade would be interrupted, the obli- 
gation of contracts would be violated, and all 
the evils which have invariabiy attended the 
use of a base or fluctuating currency would 
afflict, not the commercial and financial classes 
only, but the country at large. But our com- 
mercial interests are not confined to our own 
country; they extend to every quarter of the 
globe, and our people buy and sellin nearly 
every market of the civilized world. A very 
large part of our farmers, mechanics, and other 
laboring people find constant and profitable em- 
ployment in the production and transportation 


of commodities for sale and consumption in 
other countries, and the prices of many of our 
most important products are fixed in foreign 
markets. Without exception these prices are 
fixed in the markets of countries having a gold 
standard or measure of value, either by express 
provision of law or bya public policy which 
keeps their silver coins equal in exchangeable 
value to the gold coins at the legally established 
ratio, The value of our trade with the people 
of other countries during the last fiscal year was 
more than $1,700,000,000, and more than $1,- 
100,000,000 of this was with the people of Eu- 
rope, while with the whole of Asia it amounted 
to a litthe over $100,000,000, and with all the 
countries of South America, excluding Brazil, 
which has a single gold standard, it was only 
$46,000,000. While it would be unfair to attri- 
bute this unequal distribution of our trade with 
the outside world to the character of their fiscal 
legislation, | think it may be safely asserted 
that this country could not long maintain its 
present position as one of the most conspicuous 
and important members of the great community 
of commercial nations which now controls the 
trade of the world unless we preserve a mone- 
tary system substantially, at least, in accord 
with the monetary systems of the other princi- 
pal nations. 

There can be no international legal tender 
without an international agreement, but there 
must, from the very necessities of the case, al- 
ways be acommon basis upon which bargains 
are made and a common currency in which bal- 
ances are settled. No one nation can determine 
for the others what that basis shall be or what 
that currency shall be. It may establish a cur- 
rency for itself and for the use of its own peo- 
ple in their domestic trade, but the value of that 
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currency will be ultimately measured and con- 
clusively fixed by the international standard, 
whatever that may be. The stamp on its coins 
attests their weight and fineness, but it adds 
nothing whatever to their intrinsic value, and 
nothing whatever to their exchangeable value 
in the markets of the world; so that a nation’s 
stock of international money always consists of 
its uncoined bullion and the bullion value of its 
coins. It cannot augment its stock of such 
money to any extent whatever by overvaluing 
either gold or silver in its coinage laws, nor can 
it diminish its stock to any extent whatever by 
undervaluing either metal. While the number 
of its nominal dollars, or shillings, or francs, 
may be increased or diminished, as the case 
may be, the actual value of the bullion or coins 
will not be changed in the least, for no act of 
congress, or other legislative body, can repeal 
or alter the laws of trade or the laws of finance; 
and every attempt to do so must result in dis- 
aster sooner or later. No matter, therefore, 
what our monetary system may be here at home, 
as established by our own laws, we must either 
relinquish a large part of our share in the com- 
merce of the world or conduct our international 
trade upon such basis as_ the general judgment 
of commercial nations may establish. We can- 
not possibly change this situation, and, conse- 
quently, the only practical question is, whether 
it is better to establish by law an inferior kind 
of money for use at home exclusively and an- 
other kind for use abroad, or to have all our 
money good enough for use in every market 
where our people trade. I believe the people of 
the United States are entitled to have for use in 
their domestic trade just as good money as any 
other people in the world have, and that they 
are entitled to have just as much of it as may be 
necessary to carry on their business regularly 
and profitably. Whether it be gold or silver, or 
both, or paper based upon the coins of the two 
metals, the people have a right to demand that 
it shall be in fact what it purports to be—a just 
and true measure of value, or the representative 
of a just and true measure of value. 

Gold is the only international money, and all 
trade balances are settled in gold, or, which is 
the same thing, on a gold basis, all other forms 
of currency being adjusted to that standard, It 
- is useless for the advocates of a different system 
to insist that this ought not to te so; it is so, 
and we cannot change the fact. But the gold 
eagle and double eagle are not accepted at a 
particular valuation in these settlements simply 
because the United States of America have de- 
clared by law that they shall be legal tender at 
their nominal value, but solely because the bul- 
lion contained in them, if uncoined, would be 
worth everywhere the same amount, This is a 
great and powerful government, but there is one 
thing it cannot do—it cannot create money. 
There are some things, however, which the gov- 
ernment can do for the establishment and pres- 
ervation of a sound and stable currency. In the 
exercise of its constitutional authority, to coin 
money and regulate the value thereof, it can 
suspend or limit the coinage of either metal 
whenever it is ascertained that the coins of the 





two metals, of the same denominatiun, are of 
unequal value, or it can change their legal ratio 
so as to make them as nearly equal in value as 
possible; or it can maintain the parity of its coin 
by receiving them and their paper :epresenta- 
tives in payment of all public dues and dis- 
charge all its own obligations in whatever kind 
of money its creditors may demand. 

The principle or rule of law that the option as 
to the kind of legal tender with which an cbli- 
gation shall be discharged belongs tothe debtor, 
and not to the creditor, has no just application 
in a case where the government issues its notes 
to circulate as currency among the people and, 
by making them legal tender, compels the peo- 
ple to receive them. The private citizen may 
very properly avail himself of the lawful- right 
to discharge his private obligations, held by 
voluntary creditors, in any kind of legal tender 
money, because he has only his own personal 
interest to protect and owes no public duty in 
the premises. But when the government of the 
United States has undertaken to supply the 
country with a currency, and has issued its ob- 
ligations in the form of notes to circulate among 
the people in the transaction of their private 
business, and has received for every dcllar rep- 
resented by such notes a dollar's worth of the 
people’s services or a dollar’s worth of the peo- 
ple’s property its honor, as well as sound pub- 
iic policy, demands that they shall be redeemed 
upon presentation in money current in all the 
markets of the world. No government can hon- 
orably disparage or depreciate its own obliga- 
tions, and especially obligations which it has 
forced its people to accept; nor can any govern- 
ment honorably di-criminate between the differ- 
ent kinds of money or currency which it puts in 
circulation. Whatever may be the differences 
in the forms and qualities of the currency while 
it remains in circulation, when the time for ul- 
timate redemption comes, all must be treated 
alike. 

The country has recently heard a great deal 
about bimetallism and a double standard, and 
it is possible that these subjects will continue 
to be discussed to some extent in the future. 
For my part, I have never been able to under- 
stand what is meant by a double standard, or 
double measure of value, and I have never found 
any one who could tell me. To my mind, it 
seems as absurd to contend that there should be 
two different standards or measures of value as 
it would be to insist upon having two yard 
sticks of different lengths or two gallons of dif- 
ferent dimensions. If there were two standards, 
or measures, not equak in value, it is evident 
that one of them must be a false measure; and, 
if they were of equal value, it is evident that, 
no matter what the law might declare, there 
would be, in fact, but one measure, although 
composed of two different kinds of material. If, 
for instance, the silver dollar and the gold dol- 
lar were of precisely the same value, and could 
be so kept at all times, there would be, in fact, 
but one standard, one unit for the measurement 
of values. Whatever that actual standard may 
be as established by the laws of trade and fin- 
ance, whether it be so many grains of fine gold 
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or so many grains of fine silver, it is the duty of 
the government to conform to it in the payment 
of its obligations and in all its dealings with the 
people. 

It does not follow from anything I have said 
that nothing shall circulate or be recognized as 
money or currency except gold or paper issued 
against gold, nor that the prices of commodities 
ought to be, or will be, fixed upon the hypoth- 
esis that gold is the only money in the world; 
but it does follow that no part of our currency, 
whether it be silver or paper, should be permit- 
ted to depreciate below the established and re- 
cognized standard. Any financial policy which 
would encourage or permit such depreciation, 
or create a reasonable apprehension of such de- 
preciation, would unsettle values, paralyze busi- 
ness, arrest the growth and expansion of our in- 
dustries, and ultimately bring almost universal 
bankruptcy and ruin upon the country. It must 
be remembered, however, that it is the function 
and duty of the legislative department to estab- 
lish the policy of the government upon this and 
all other subjects, and to clothe the executive 
with the necessary authority and means to carry 
it out. When the authority and means are 
granted, the executive department is responsible 
for the manner in which the law is executed, 
bnt beyond this it has no power to act, and, con- 
sequently, no duty to perform. 

Gentlemen, the question whether the obliga- 
tions of the United States will be paid in coin 
current in all the markets in the world has al- 
ready been settled, and it has, in my opinion, 
been settled for all time to come. It has been 


settled, not by any specific act of congress pre- 
scribing the exact mode of payment, but by the 
spirit and obvious purpose of the whole body of 
existing legislation upon the subject, and by the 
deliberate judgment of the American people and 
the declared purpose of those who have been in- 


trusted with the execution of the laws. The 
disposition and ability of the government to 
maintain its own credit at the highest possible 
standard, and to preserve the integrity of all 
the forms of currency in circulation among the 
people, cannot be reasonably doubted, and 
ought not to be subjects of serious controversy 
hereafter. 

This does not imply that silver is to have no 
place in our monetary system. What is to be 
the ultimate fate of that metal is one of the 
problems which time and events alone can solve; 
but for many years, notwithstanding all our 
legislation in its support, the fluctuations in its 
value have been so rapid and so great as to 
demonstrate the fact that it cannot be safely 
coined without limitation into money of final 
redemption at the existing ratio or at any other 
ratio that might be established. It is not pos- 
sible, under existing circumstances, for any one 
government to establish and maintain a stable 
relation between the two metals, and for this 
reason alone if there were no others, we are 
bound to place some reasonable limitations upon 
the coinage and use of silver. How much of it 
can be safely coined, and upon what conditions 
it can be safely used, are questions upon which 
there will be wide differences of opinion, but 
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after all that can be said on both sides they will 
be finally determined by circumstances which 
cannot now be foreseen, and by the natural in- 
crease of our population and the natural growth 
of our industries and trade. It isenough tosay 
at present that we have already on hand a stock 
of silver, coined and uncoined, sufficient to meet 
all the probable requirements of the country for 
many years to come. 

The mints of the United States have coined 
419,332,550 standard silver dollars, and we now 
have 140,699,760 fine ounces of silver bullion 
which, at the ratio of 16 to 1, would make $181,- 
914,841, or $601,247,391 in the aggregate. Be- 
sides this, we have $76,977,002 in subsidiary 
silver coin, which is legal tender to the amount 
of $10, and is by law redeemable in full legal- 
tender money on presentation. Our total stock 
of gold coin and gold bullion is $659,167,949. 

The five countries constituting the Latin Mon- 
etary Union, with a combined population of 
more than 80,000,000, exclusive of their colonial 
possessions, have $975,000,000 in gold, $725,- 
000,000 of full legal-tender silver, and $95,000, - 
ooo of subsidiary silver coins; and yet they 
found it necessary several years ago to discon- 
tinue the coinage of legal-tender silver and en- 
ter into an arrangement by which each country 
agreed to redeem in gold all its own legal-tender 
silver coins when presented by any other mem- 
ber of the union. Thus, gold has been madeto 
support a limited quantity of silver coin at par 
in France, Belgium, Italy, Greece and Switzer- 
land, as it has been required to do in the United 
States since 1878, and as it must continue to do 
hereafter, here and elsewhere, unless a great 
change shall occur in the relative values of the 
two metals. 

Being the greatest silver-producing country 
in the world, and havingon hand a large amount 
of silver coin and bullion, the United States can- 
not be otherwise than deeply interested in any 
measure designed to enhance its value and in- 
crease its use as money upon a safe and sound 
basis, but we cannot alone maintain its unlimi- 
ted coinage as full legal tender in opposition to 
the policies of the other great nations of the 
earth; and the country is to be congratulated 
upon the fact that we have at last placed our- 
selves in a position which enables us to preserve 
our own monetary system intact and exercise a 
potent influence in any movement that may be 
hereafter made for the permanent adjustment 
of this very important and difficult question. 

It is a great mistake to suppose that the sup- 
porters of our recent legislation upon this sub- 
ject were animated by any feeling of hostility to 
the continued use of silver as money to the 
largest possible extent consistent with the sta- 
bility of our currency and the preservation of 
the public faith. The wisest and safest friends 
of that metal are those who have had the saga- 
city to foresee the inevitable effect of its contin- 
uous accumulation in the form of bullion in the 
vaults of the treasury and the courage to remove 
from the statute book an experimental law 
which from the time of its enactment was a 
constant menace to the welfare of the whole 
country. 
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In conclusion, Mr. President, permit me to 
thank you and the Chamber of Commerce of the 
state of New York for affording me this oppor- 
tunity to meet so many of the leading business 
men of this great business city. Although your 
organization has been in existence more than 
125 years, and has passed through many trials 
and vicissitudes, it is but simple justice to say 
that its counsel has always been wise and con- 
servative, and its action patriotic and beneficial. 
All that is needed now to insure the early in- 
auguration of an era of great prosperity is such 
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action upon the part of this and similar organi- 
zations throughout the country as will inspire 
confidence and revive the spirit of enterprise 
among the people. Now that our credit has 
been greatly strengthened and our currency 
made more stable and secure, an opportunity is 
afforded those who control our commercial and 
industrial interests to resume operations under 
more favorable conditions than have existed for 
many years. and Iam sure you will cheerfully 
co-operate in any effort they may make in that 
direction. 


SILVER CERTIFICATES. 


DISCRIMINATION AGAINST THEM NO LONGER NECESSARY, 


A. B. Hepburn, ex-comptroller of the cur- 
rency and president of the Third National Bank, 
speaking of the past discrimination against sil- 
ver certificates, says: 

“The silver certificates have ever since their 
issue been a bete-noir in the eyes of the banks. 
It will be remembered that in 1878 the clearing- 
house banks adopted a resolution declining to 
receive such certificates in their balances at that 
institution. The resolution was, it is true, re- 
pealed after congress, in 1882, declared that na- 
tional banks would not be permitted to remain 
members of any clearing house in which silver 
certificates were not received, but, nevertheless, 
it remains a fact that those certificates are not 
received at this institution, because, by general 
understanding, none are tendered. 

‘‘This course may have had a reasonable ex- 
cuse during the period of government silver 
purchases, while the danger, fancied or real, 
that the United States would depart from the 
gold basis, existed. But the situation has 
changed, and the silver danger may be said to 
have passed; the gold basis, as Secretary Car- 
lisle took occasion to say in his speech at the 
Chamber of Commerce dinner, is firmly estab- 
lished. 

“It remains now only to keep the several 
treasury issues of money on an equal footing, 
by receiving any one of the issues for any pur- 
pose. This the treasury is doing by accepting 
them for all payments to be made to it. 


‘It would seem that the banks could now re- 
consider the subject and conclude that the pre- 
sent conditions make it perfectly safe to receive 
silver certificates as well as the other descrip- 
tions of money at the clearing house. By tacitly 
agreeing to do so, the banks would contribute 
in a great measure to the entire restoration of 
confidence in all of the forms of our money, 
which is a necessary element to a sound cur- 
rency. It would also be a convenience to the 
banks themselves to do so, as they could ex- 
change the silver certificates of small denomina- 
tions they now hold for large ones, the treasury 
being authorized to issue them in denominations 
as high as $1,000. Certificates of the denomina- 
tion of $500 and $1,000 would be very useful in 
the settlement of clearing-house balances.” 


* * * 


PHILADELPHIA AS A CENTRAL RESERVE 
CITY. 


Philadelphia has not yet obtained the appro- 
val of the necessary three-fourths of all the na- 
tional banks in the city of an application to the 
comptroller of the currency to designate it as a 
central reserve city. The Board of Trade is 
agitating the matter, and has issued a circular 
endeavoring to bring the non-enthusiastic into 
line. 
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CURRENT LEGAL DECISIONS. 


HIS department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences theydisclose are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. Furtherinformation regarding any case published 


herein, will be furnished on application. 


EXTENSION CLAUSE IN PROMISSORY NOTE. 


HELD TO DEPRIVE INSTRUMENT OF NEGOTIABILITY; AND TO RELEASE SURETY IF MORE 
THAN ONE EXTENSION GRANTED. 


Oyler v. McMurray, Appellate Court of Indiana, October 13, 1893.* 


1. A promissory note containing a waiver of de- 
fenses “on the ground of any extension of the time of 
its payment that may be given bythe holder” con- 
strued to give the holder the option to extend the time 
of payment, at any time before as well as after its ma- 
turity, and held, by reason thereof, not to be a nego- 
tiable instrument. 

2. A party whose name is signed on the back of such 
a note, before delivery to the payee, is not an indorser 
ofa negotiable note, but his contract is to be deemed 
that of a surety. Under the extension clause, such 
surety is bound by one extension of the time of pay- 
ment. 

3. The clause waiving defenses “on the ground of 
any extension of the time of payment,” construed, 
however, to authorize only one extension; and where 
the holder grants more than one extension, the surety 
is discharged. 


Action by James S. McMurray, payee, 
against Allen Sexson and Greenup Sex- 
son, makers, and Samuel P. Oyler, ir- 


regular indorser, upon the following 


promissory note: 


“$1,000.00. Frankfort, Indiana, January ist, 1887. One 
year after date, we, ur either of us, promise to pay, to 
the order of James S. McMurray, one thousand dol- 
lars, with interest at the rate of 8 per cent. from date, 
and 1o per cent, attorney’s fees, value received, 
without any relief whatever from valuation or ap- 
praisement laws, 7he drawers and indorsers severally 
waive presentment for payment, protest, and notice of 
protest and nonpayment of this note, and all defenseson 
the ground of any extension of the time of its payment 
that may be given by the holder or holders to them, or 
either of them. Due January rst, 1888 [Signed] G. 


Sexson. Alien Sexson. Indorsed: Samuel P. Oyler.” 


*The subject of extension clauses, with reterence 
to the remedies upon, and enforcement by bankers of, 
the instruments containing them, 1s treated briefly 
elsewhere in this Journal. 


Judgment was given for the plaintiff; 
but on appeal was reversed. The deci- 
sion involves the separate defense of 
Oyler, whose name was signed on the 
back of the note. Healleged in defense 
(first defense not considered by the 
court): 


2. That he, Oyler, executed the note sued on 
as surety only for his co-defendants, Greenup 
Sexson and Allen Sexson, the principals, and 
that the payee had afterwards, pursuant to an 
agreement between him and said Greenup Sex- 
son, (the consideration and terms of which are 
fully set forth) and without the knowledge or 
consent of appellant Oyler, extended the time 
of the payment of said note for one year, 

3. Also that Oyler executed the note sued on 
as accommodation indorser only for his co-de- 
fendants, and that the payee had afterwards, 
pursuant to these several agreements made be- 
tween him and said Greenup Sexson, (the con- 
sideration and terms of which are fully set 
furth,) and without the knowledge or consent of 
Oyler, extended the time for the payment of 
said note three several times: First, from Janu- 
ary 1, 1888, to January 1, 1889; second, from 
January 1, 1889, to January 1, 1890; third, from 
January 1, 18go, to January 1, 1891. 


The decision of the court is as follows: 
NOTE IN SUIT NOT NEGOTIABLE, 
Negotiability destroyed by extension clause, which 


deprives it of the certainty in time of payment es- 
sential to a negotiable instrument. 
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The first question to determine is 
whether the note is negotiable as an in- 
land bill of exchange. The statute pro- 
vides that ‘‘notes payable to order or 
bearer in a bank in this state shall be 
negotiable as inland bills of exchange, 
and the payees and indorsees thereof 
may recover as in case of such bills.” 
Section 5506, Rev. St. 1881. The statute 
does not provide what shall constitute a 
note, but the term, as used in the sec- 
tion quoted, must be understood in the 
sense it was then used and defined under 
the law merchant in the commercial 
world. Melton v. Gibson, 97 Ind. 158; 
Glidden v. Henry, 104 Ind. 278. One of 
the essentials of a negotiable promissory 
note is certainty as to the time when 
payment is to be made. 1 Pars. Bills& 
N. 30; Glidden v. Henry, supra. The 
stipulation in this note is in these words: 


“The drawers and indorsers severally waive pre- 
sentment for payment, protest, and notice of protest 
and nonpayment of this note, and all defenses on the 
ground of any extension of the timeof its payment 
that may be given by the holder or holders to them, 
or either of them.” 


This language evidently means that: 


“The holder or holders of this note may before or 
after January 1, 1888, extend the time of its payment 
so as to make it payable at a later date, and the draw- 
ers and indorsers severally waive * * * all de- 
fenses on the ground of any extension of the time of 
its payment that may be given by the holder or hold- 
ers to them, or either of them.”’ 


The stipulation is binding on the par- 
ties thereto, and is enforceable, but nec- 
essarily, under the authorities, destroys 
the negotiability of the note as an inland 
bill of exchange. Daniel, Neg. Inst. § 
62; Glidden v. Henry, supra; Coffin v. 
Spencer, 39 Fed. Rep. 262; Bank v. 
Wheeler, 75 Mich. 546; Woodbury v. 
Roberts, 59 lowa, 348; Smith v. Van 
Blarcom, 45 Mich. 371. Hodge v. Bank, 
(Ind. App.) 34 N. E. Rep. 123. It is 
contended, however, by counsel for ap- 
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pellee, on the authority of Brown vy, 
Bank, 115 Ind. 572, that the stipulation 
in the note in suit is distinguishable and 
materially different trom that in the note 
on which the decision in Glidden vy, 
Henry is based. It is true the notes are 
different in form, but they are not, so 
far as this question is concerned, differ- 
ent in principle. The holder was not 
bound by the stipulation in either case 
to extend the time of payment. The 
material and controlling fact is that the 
holder had the option, at any time be- 
fore as well as after the time of payment 
stated in the note, to extend to the draw- 
ers and indorsers, or either of them, the 
time of payment. The principle wh:ch 
underlies the rule enunciated in the cases 
cited is well stated by Judge Zollars in 
Glidden v. Henry, supra, as tollows: 


“The condition is not that something may happen or 
be done that will mature the note before the time 
named, thus leaving that time as fixed and certain if 
the thing do not happen or be not done, but the condi- 
tion is that the time named may be displaced by an- 
other uncertain and indefinite time, as the parties 
may agree.” 


SURETY NOT DISCHARGED BY ONE EXTEN- 
SION, 


Bound under terms of agreement to waive defense on 
ground of any extension of time of payment. 


It is earnestly contended by counsel 
for appellant, inasmuch as the note is 
not negotiable by the law merchant, 
that said Oyler cannot be regarded as 
an indorser, but that he is a surety who 
has been discharged from liability by 
the one extension of time pleaded in the 


second paragraph of his answer. It is 
true that, strictly speaking, Oyler, under 
the circumstances disclosed in the pres- 
ent case, does not stand in the relation 
of an indorser, under the law merchant. 
Pool v. Anderson, 116 Ind. 88. The word 
‘*drawers” appears to have been used in 
the note in suit as synonymous with the 
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word ‘‘makers.” The allegations in the 
complaint, in connection with the copy 
of the note and indorsement therewith 
filed, show that Oyler signed his name 
across the back of the note, at or before 
the delivery thereof, as one of the 
makers. This is not controverted inthe 


answer, wherein he alleges that he exe- 
cuted the note as surety, In Pool v. An- 
derson, supra, Judge Mitchell says: 


“As has been remarked, it will be assumed that one 
who signs his name upon the back of a note, whatever 
its description may be, does so for some purpose, and 
that he intends to become responsible for its payment 
in pursuance of some contractual obligation. It,there- 
fore, the law imports into the transaction no contract 
whatever, and there 1s no possibility of raising the or- 
dinary obligation of indorser, it must be assumed, un- 
til it appears whether any contract different from that 
written on the paper was entered into, and what the 
character of the contract was, that all these other 
than the payee who signed before the execution of the 
paper, whether upon the face or back, intended to 
become bound according tothe terms ot the note as 
joint promisors.”’ 


Although his name does not appear on 
the face of the note, he may properly, 
under the circumstances, be called a 
‘surety drawer,” ‘‘surety maker,” or 
‘‘surety promisor.”” Daniel, Neg. Inst. 
$95; And. Law Dict. 995, 996; 2 Amer. 
X Eng. Enc. Law, 315, 316; Brandt, 
Sur. $1. In any view, however, which 
may be taken of this question, it would 
be an extremely technical construction 
of the stipulation contained in the note 
to hold that he was not bound by the 
terms of the agreement to waive defense 
on the ground of any extension of the 
time of payment. He evidently became 
bound by the terms of the contract 
which he signed. It is conceded that he 
became responsibie by virtue of having 
signed the note, and, if he did not incur 
the liability of an indorser of commer- 
cial paper, he must be regarded as a 
joint maker or drawer of a note not ne- 
gotiable under the law merchant. If we 
are correct in this conclusion, then, for 
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the reasons stated, he was not released, 
although he was in fact surety, by the 
extension of time mentioned in the sec- 
ond paragraph of the answer. In other 
words, the stipulation in question con- 
stituted a valid and enforceable agree- 
ment, binding on all the parties who 
joined in the execution of the note. Be- 
cause the note was not negotiable under 
the statute, as an inland bill of exchange, 
does not destroy the force of the agree- 
ment as to appellant, by reason of the 
fact that he signed his name on the back 
of the note. Without prolonging the 
discussion, it will suffice to say our con- 
clusion is that the court did not err in 
sustaining the demurrer to the second 
paragraph of the answer, 


SURETY, HOWEVER, DISCHARGED BY MORE 
THAN ONE EXTENSION, 


Extension clause construed to permit one extension 
only. 


The third paragraph, however, in our 
opinion, states facts sufficient to consti- 
tute a defense to the cause of action 
The term ‘‘any extension” is used in the 
It was not intended for 
an indefinite number of extensions of 
the time of payment. When the appel- 
lee, at the end of one year from the date 
of the note, extended the time of pay- 
ment until January 1, 1889, such exten- 
sion was in accordance with the agree- 
ment of the parties, as we have before 
stated, and all the parties, including 
appellant Oyler, were bound by it, and 
he was not thereby discharged. The 
agreement, however, contained in the 
stipulation in the note, was met and sat- 
isfied by that extension. The other ex- 
tensions, or any of them, if made as al- 
leged, had the effect of discharging him. 
Bank v. Chick, 64 N. H. 410. In Rogers 
v. Warner, 8 Johns. 92, a letter of credit 


singular sense. 
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was given, stating: ‘‘Our sons wish to 
take goods of you oncredit. We are 
willing to lend our names as security for 
any amount they may wish;” and it was 
held: ‘*The true construction of the let- 
ter of credit is thatit is to be confined to 
the first parcel of goods.” In another case 
a fatherwrote that he would hold himself 
accountable for ‘‘any sum” for which 
his son might become indebted, not ex- 
ceeding $200; and it was held that ‘‘the 
words are evidently satisfied when any 
one indebtedness is incurred.” White v. 
Reed, 15 Conn. 457. In another case the 
language was, ‘‘I will guaranty the pay- 
ment of any goods you may sell him;” 
and it was held to refer ‘‘to but one 
transaction, and not to a number of 
transactions.” Schwartz v. Hyman, 107 
N.Y. 562. 

When the word ‘‘any” is used in a 
plural sense, a different rule applies; as, 
for instance, ‘‘any facts and circum- 


stances.” Heaton v. Wright, 10 How. 
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Pr. 79-83. ‘‘ ‘Any creditors’ include all 
creditors.” Livermore v. Swasey, 7 Mass. 
213-227. And see, also, 7é//ou v: Brit. 
ton, 9 N. J. Law. 120-128, The language 
of the stipulation, however, in this case, 
is not ‘‘any extensions,” in the plural, 
but simply ‘‘any extension,” in the sin 
gular. While the pleader, in framing 
the third paragraph of the answer, may 
not, in view of the conclusion reached 
by us, have proceeded in all respects 
upon a strictly correct theory, yet,as the 
facts pleaded, for the reasons stated, 
show, if true,that at least two unauthor- 
ized extensions of the time of payment 
have been made in such manner as to re- 
lease the surety, the answer is sufficient 
to constitute a defense to the action, 
and therefore the judgment of the court 
below is reversed, with instructions to 
overrule the demurrer to the third para 
graph of the answer, and for further 
proceedings not inconsistent with this 
opinion. 


AUTHORITY OF SECRETARY OF CORPORATION TO NEGOTIATE 
NOTES. 


ALTHOUGH LACKING INHERENT POWER, AUTHORITY MAY BE DERIVED FROM 
PREVIOUS COURSE OF DEALING. 


Commercial National Bank of St. Paul v. Brill, Supreme Court of Nebraska, Sep- 
tember 20, 1893. 


Compare this decision with case from Massachusetts involving authority of treasurer of gas- 


light company to negotiate its paper. 


1. Where a bank has an arrangement witha corpo- 
ration whereby the bank agrees to discount notes held 
by the corporation, and in pursuance of such agree- 
ment such notes have customarily been brought to the 
bank, and been negotiated by the secretary of the cor- 
poration, such facts are sufficient evidence of the au- 
thority of the secretary totransfer a particular note 
and of the genuineness of the indorsement upon such 


note, the proceeds of the note having been placed by 
the bank to the corporation’s credit, and paid out on 
the corporation’s checks. : 

2. The declarations of officers of such corporation, 
made after the transfer to the bank, are inadmissible 
in a suit by the bank against the makers of the note, 
for the purpose of showing want of authority in the 
secretary to make the transfer. 
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Action on a promissory note for 
$315, by the Commercial National 
Bank of St. Paul, Minn., against John 
W. Brill and John A. Testman. De- 
fendants had judgment, and plaintiff 
brings error. Reversed. 

The note was made to the order of the 
J. H. Mahler Company, and by that 
company indorsed to the bank. The 
defendants admitted the execution of 
the note, but alleged that it had been 
procured from them by the Mahler Com- 
pany by fraud and without considera- 
tion, and that one Miller, the secretary 
of the Mahler Company, had, without 
authority from that company, delivered 
the note to the bank, and that the bank 
knew that Miller had no authority to 
transfer the note. The bank, in reply, 
denied the affirmative allegations of the 
answer, and pleaded that it was a bona 
fide purchaser for value before maturity. 
The case was argued largely upon the 
question as to whether or not the bank 
took the note with notice of the fraud 
alleged. The precise issue tendered 
and joined, however, was as to the trans- 
fer of the note to the bank, and the au- 
thority of the officer making the same. 
Upon the part of the bank, its cashier 
testified that he bought the note for the 
bank in the ordinary course of business, 
without notice of any of the relations 
existing between the Mahler Company 
and the makers; that the bank had ar- 
rangements with the Mahler Company 
9y which it agreed to discount notes 
held by the Mahler Company, not to 
exceed at any time $25,000; that this 


note was taken under that agreement, 
and its proceeds placed to the credit of 
the Mahler Company, and checked out 


by that company. He further testified 
that Miller, the secretary of the Mahler 
Company, presented most of the notes 
for discount. This note bears an in- 


dorsement as follows: 
“J. H. Mahler Company, per J. H. Mahler, Prest.” 


The court holds: 

While the secretary of a corporation 
has not, merely by virtue of his office, 
authority to negotiate notes held by the 
corporation, it is well settled that if such 
an officer has been permitted by the di- 
rectors to negotiate notes, or if the com- 
pany acquiesce in and receive the bene 
fit of such acts, a purchaser of a partic- 
ular note, familiar with such facts, may 
assume the officer’s authority, and the 
corporation will not be permitted to set 
up a want of authority against such pur- 
Webb, 1 Allen, 34; 
Partridge v. Badger, 25 Barb. 146; Fos- 
ter v. Mining Co., 17 Fed. Rep. 130. The 
testimony of the cashier brings the case 
within this rule. There is no direct evi- 
dence of the genuineness of the indorse- 
ment itself, but the indorsement being 
regular in form, and the note having 
been brought to the bank by that officer 
of the company who customarily attend- 


chaser, Jester v. 


ed to such business, the indorsement 
must be taken as genuine. 


Payment of Stolen Certificate of De- 
posit upon Forged Indorsement. 


Bank Liable to Pay Over Again to Depositor. 


First National Bank of Frankfort v. Brewer. 
late Court of Indiana, October 11, 1893. 


Appel- 


A certificate of deposit was stolen 
from the payee, his indorsement forged 
thereon, and, after being accepted and 
paid by several banks, whose indorse- 
ments appeared thereon, it was paid by 
the bank which issued it. The court 
holds that the payee, having been free 
from negligence, and having, immedi- 
ately on discovery of the theft, notified 
the bank which issued it, his relation to 
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such bank was not changed, but it was 
still indebted to him on the certificate. 
In the course of its opinion the court 
says: ‘‘ It may be conceded to be true 
that this is, as insisted by counsel for 
appellant, (bank) an important question 
affecting every bank doing business, but 
a bank is not authorized, as against a 
customer and depositor, to pay the 


money due such depositor or creditor 
on certificates of deposit duly issued by 


BUSINESS PAPER OF GASLIGHT COMPANIES IN 


LAW JOURNAL. 


it, which have been stolen, and bear the 
forged indorsement of the payee, in re- 
liance solely on the indorsements of 
other banks that have prior thereto ac- 
cepted and paid the certificates. What 


the rights may be as between the re- 
spective banks and indorsees in such 
cases, we are not required to consider 
or determine. It is sufficient to say 
that the debt owing the payee of the 
certificates has not been discharged by 
such payment.” 


MASSACHUSETTS 


SUCH CORPORATIONS PUT ON THE SAME FOOTING AS MANUFACTURING AND 


TRADING CORPORATIONS, WITH 


REFERENCE TO THE 


POWER OF THE 


TREASURER, BY VIRTUE OF HIS OFFICE AND IN THE ABSENCE OF EX- 
PRESS AUTHORITY, TO ISSUE NOTES AND BIND THE CORPORATION. 


Merchants’ Nat. Bank of Gardiner, Me. v. 


Citizens’ Gaslight Co. of Quincy, Supreme 


Judicial Court of Massachusets, Norfolk, October 19, 1893. 


This is a very important decision upon the status of the law in Massachusetts, as to the bind- 
ing character of business paper of corporations, held by innocent parties, when issued by treas- 


urers, without express authority. 


A corporation, it is shown, may be bound to innocent purchas- 


ers by the unauthorized act of its treasurer in issuing paper, where the course of conduct and 
dealing is such, that the public have the right to presume implied authority; but apart from this, 
the court discusses fully the law as to the binding character of paper issued by corporate treas- 
urers, arising from the character of the corporation and the nature of the office. Tocertain classes 
of corporations, ¢. g., colleges, monument associations, municipalities, horse-railroad companies, 
savings banks, etc.—it is pointed out, the rule of implied power in the officer to bind by issue of 
business paper, does not apply; but on the other hand, in case of manufacturing and trading cor- 
porations, the nature of the business has warranted the establishment of the rule. The present 
decision extends it to gaslight companies, and the reasons are fully set forth in the opinion. Two 
justices dissent. It is therefore of value to purchasers on the market and discounters of the busi- 
ness paper of corporations, executed by officers, who are often met with the defense of want of 


power and denial of liability. 


1. St. 1886, c. 346, § 3, which forbids gaslight com- 
panies from issuing bonds in an amount exceed ng 
their capital stock, does not affect the right of such a 
company to issue notes when necessary in its busi- 
ness. 

2. A corporation is liable on one of its notes, in the 
hands of a bona fide purchaser before maturity,where 
it is signed by an officer authorized generally to give 
notes in its behalf, though such officer, in signing the 
particular note in question, exceeded his authority or 
the powers of the corporation, 

3. The rule that the treasurer of a trading or manu- 
facturing corporation is clothed, by virtue of his 


office, with the power to execute notes in behalf of the 
corporation, so as to make them binding on it when in 
the hands of innocent purchasers before maturity, ap- 
ples to gaslight companies, the business of which re- 
quires the use of credit at certain seasons of the year. 
Field, C. J.. and Allen, J., dissenting. 

4. Acorporation which has permitted a person to 
act as its treasurer for several months, without objec- 
tion by it or its stockholders, cannot, when sued on a 
note executed by him in its behalf, set up the defense 
that his election was invalid, because the annual 
stockholders’ meeting at which he was chosen was not 
called in accordance with the by-laws. 
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Action of contract by the Merchants’ 
National Bank of Gardiner, Me.,against 
the Citizens’ Gaslight Company of 
Quincy and others, on a note executed 
in its behalf by C. S. J. Ruggler, as its 
treasurer. There wasa verdict in plain- 
tiffs favor, and defendant, the Citi- 
zens’ Gaslight Company, excepted to 
the court’s refusal to rule as request- 
ed. 

BarKER, J. 1. Gas companies may issue 
notes. The defendant’s first request for 
instructions relates to the effect of St. 
1886, c. 346, upon the powers of the de- 
fendant corporation to issue promissory 
notes. The third section of that statute 
relates to the issue of bonds by a gas 
company, and gives a company the right 
to secure bonds issued in accordance 


with the provisions of the section by a 
mortgage of the franchise and property 
of the company; but we find nothing in 
the chapter which affects the right of 


such a company to issue promissory 
notes when convenient or necessary in 
the prosecution of its business, 

2. Gas company bound by agent's unau- 
thorized execution, tf course of conduct sanc- 
tions implied assent. 2. Asthe plaintiff dis- 


counted this note before maturity, ‘‘in’ 


the usual course of its business, without 
notice or knowledge of any defect or in- 
firmity,’’ and as its good faith is not 
questioned, if the note were signed by 
an officer authorized generally to give 
notes in its behalf, the defendant com- 
pany would be liable, although the agent 
in signing this particular note exceeded 
his authority, or the powers of the cor- 
Monument Nat. Bank v. Globe 
Works, 101 Mass. 57. It is not neces- 
sary that the authority of an officer or 
agent to sign notes in behalf of a cor- 
poration should appear in the by-laws, 
or should have been expressly given by 
a vote of the directors or of the stock- 


poration, 
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holders. In Lester v. Webb, 1 Allen, 34, 
it was said: 

“The rule is well settled that 1f a corporation permit 
their treasurer to act as their general fiscal agent,and 
hold him out to the public as having the general au- 
thority implied from his official name and character, 
and by their silence and acquiescence suffer him to 
draw and accept drafts, and to indurse notes payable 
to the corporation, they are bound by his acts done 
within the scope of such implied authority. Fay v. 
Noble, 12 Cush. 1; Williams v. Cheney, 3 Gray, 215; 
Conover v. Insurance Co.,1N. Y. 290. On the facts 
proved at the trial the plaintiff might well claim, if 
the jury believed the evidence, that the treasurer had 
authority to indorse the notes in suit, derived, not 
from any express direction, but from the course of 
conduct and dealing of the treasurer with the know- 
ledge and implied assent of the directors of the corpo- 
ration.” 


See, also, McNeil v. Chamber of Commerce, 
154 Mass. 285; Mining Co. v. Anglo-Cali- 
JSornian Bank, 104 U.S. 192. 

3. Authority of treasurer of gas company 
to issue notes implied from nature of office. 
But cases where the actual authority of 
an officer is inferred from a course of 
business known to and permitted by the 
stockholders or the directors of a corpo- 
ration do not touch the question whether 
authority is to be implied as matter of 
law from the name and nature of the 
office itself. In the present case the jury 
were instructed that thetreasurer of such 
a corporation as the defendant company 
has by virtue of his office authority to 
sign a note which shall bind the corpora- 
tion, and the defendant contends that 
this instruction was incorrect. The inci- 
dental powers of some officers or agents 
have become so well known and defined, 
and have been so frequently recognized 
by courts of justice, that certain powers 
are implied as matters of law in favor of 
third persons who deal with them on the 
assumption that they possess these pow- 
ers, unless such persons are informed to 
the contrary. The officers and agents 
usualiy mentioned in this category are 
auctioneers, brokers, factors, cashiers of 
banks, and masters of ships. See Mer- 
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chants’ Bank v. State Bank, 10 Wall. 604; 
Case v. Bank, 100 U. S. 446. Treasurers 
of towns or cities inthis commonwealth 
are well-known officers, and their powers 
are very limited. They arein general to 
receive, keep, and pay out money on the 
warrant of the proper officers of the 
towns and cities. Treasurers of business 
corporations usually have much more 
extensive powers, and the decisions of 
this court hold that the treasurer of a 
manufacturing and trading corporation 
is clothed by virtue of his office with 
power to act for the corporation in mak- 
ing, accepting, indorsing, issuing, and 
negotiating promissory notes and bills 
of exchange, and that such negotiable 
paper in the hands of an innocent holder 
for value, who has taken it without no- 
tice of any want of authority on the part 
of the treasurer, is binding on the cor- 
poration, although with reference to the 
corporation it is accommodation paper. 
Narragansett Bank v, Atlantic Silk Co., 3 
Metc. (Mass.) 382; Bates v. Jron Co., 7 
Metc. (Mass) 224; Fay v. Noble, 12 
Cush. 1; Lester v. Webb, « Allen, 34; 
Bank v. Winchester, 8 Allen, 109; Bird v. 
Daggett, 97 Mass. 494; Monument Nat. 
Bank v. Globe Works, ubi supra; Corco- 
ran v. Cattle Co., 151 Mass. 74. While 
it is possible that most, if not all, of the 
cases in which this rule has been stated 
as law have some special circumstances 
from which the treasurer’s authority 
could be inferred, and that the court was 
influenced in the decisions by the well- 
known fact that in many of the manu- 
facturing corporations of this common- 
wealth the treasurer not only has the 
custody of the money, but is the general 
financial manager, and often the general 
business manager, of the corporation, 
the rule itself has been frequently and 
broadly stated in our decisions, and is 
well known both to the officers of manu- 
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facturing and trading corporations and 
to those of banks and financial institu- 
tions. It could not now be abrogated 
or unsettled without disturbing commer 
cial transactions, 

There are, however, many corporations 
which transact more or less business to 
which the rule has been held not to ap- 
ply. Thus it does not apply to a col- 
lege, (Webber v. College, 23 Pick. 302;) 
nor toa parish, (Packard v. Society, 10 
Metc. [Mass.] 427;) nor to a monument 
association, (TZorrey v. 
Allen, 327;) nor to a municipality, 
(Bank v. Winchester, 8 Allen, 109;) nor 
to a savings bank, (Zappan v. Bank, 127 
Mass. 107;) nor to a horse-railroad com- 
pany, (Craft v. Railroad Co., 150 Mass. 
207.) 

Upon consideration of the decisions 
cited, we think it fair to say that the 
making and indorsing of 


Association, 5 


negotiable 
paper is to be presumed to be within 
the power of the treasurer of a manu 
facturing and trading corporation when- 
ever, from the nature of its ordinary 
business as usually conducted, the cor- 
poration is naturally expected to use its 
credit in carrying on commercial tran 


sactions. Such paper is the usual and 


ordinary instrument of utilizing credit 


in commercial transactions, and it is for 
the interest of the corporation and of 
the community that the best instrument 
should be employed. It is no less for 
the interest of ali that, if negotiable 
paper is to be employed, its validity 
should not bec pen to objections which 
would impair its usefulness by requiring 
at every step an inquiry into the author. 
ity by which it is issued. There are 
matters of common knowledge perti- 
nent to the present question. Gaslight 
companies like the defendant are char- 
tered for the purpose of making and 
selling gas. They are located in every 
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city of the commonwealth, and in most 
of the larger towns and villages. In the 
recent development of the use of elec- 
tricity, many electric light or light and 
power companies have been established 
where gaslight companies are in oper- 
ation. The powers, obligations and 
business of these electric companies are 
so similar to those of gaslight companies 
that they are classed with them in the 
minds of business men, and are under 
the supervision of the same state board. 
We see no reason why, in respect to the 
present question, all of this general class 
of corporations should not be governed 
by one rule. They are all in fact ‘‘ man- 
ufacturing and trading corporations” in 
the same sense that companies whose 
business it is to manufacture and sell 
cottons, woolens, shoes, or paper, are 
manufacturing and trading corporations. 
None of these companies are traders in 
the strict sense contended for by the 
defendant, since none of them make it 
their ‘‘ business to buy merchandise or 
goods and sell the same.”’ All of them, 
and,.the gaslight companies equally with 
the others named, buy merchandise and 
goods in large amounts, expend large 
sums in transforming by their processes 
of manufacture the articles purchased 
into other commodities which they sell 
for the purpose of making a profit. 
Neither the fact that the pipes which a 
gaslight company uses, only to deliver 
to its customers one of the commodities 
which it sells, nor that its price for that 
commodity may be regulated by civil 
authority, nor that the municipality in 
which its plant is located may purchase 
or take itsfranchise and property, makes 
it less advantageous or necessary that 
the gaslight company shall be able to 
use its credit in its commercial dealings. 
Althcugh such companies manufacture 
only as they deliver, and so have no oc- 
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casion to hold large quantities of manu- 
factured goods for a market, there are 
features of their business which make it 
necessary for them to have control of 
large amounts of money at certain 
seasons. Coal, their chief raw material, 
is uniformly at the lowest price in the 
summer, and away from the seaboard is 
usually taken in large quantities at that 
season. Gas is uniformly sold upon 
time, and the bills collected monthly or 
quarterly. The work of extending and 
repairing street mains and other work 
upon the manufacturing plant can be 
done to the best advantage during only 
a portion of the year. A business so 
conducted aftords abundant scope for 
the advantageous use of the credit 
of the corporations engaged in it, and 
they would naturally be expected to 
use their credit in the transaction of 
their ordinary business. Theirpublished 
returns made to the board of gas com- 
missioners show that the companies do 
in fact issue large amounts of promissory 
notes. It is true that these notes may 
possibly have been issued under special 
votes or by-laws, or other explicit au- 
thority. Upon this point we have no 
evidence or means of certain knowledge. 
But it is also true, and is a consideration 
entitled to weight, that the practice of 
gaslight companies to issue promissory 
notes has grown up since the announce- 
ment by the court of the rule that treas- 
urers of manufacturing and trading cor- 
porations are presumed tohave authority 
to issue such notes; and again, that gas- 
light companies are in fact manufactur- 
ing and trading corporations. The strong 
inference is that the gaslight companies 
and their officers, and those who have 
received in payment or bought or dis- 
counted their promissory notes, have in 
so doing acted upon the assumption 
that the rule as to the implied authority 
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of treasurers of manufacturing and 
trading corporations to issue negotiable 
paper applied to the treasurers of gas- 
light companies. Those who have oc- 
casion to deal directly with such com- 
panies, or to purchase or discount their 
notes in the money market, would nat- 
urally assume that the rule so long ap- 
plied by the court to other manufactur- 
ing and trading corporations would be 
applied to these. In our opinion, the 
same reasons which required the making 
of the rule referred to, are operative 
here, and require us to hold that it is to 
be applied in the case of gaslight com- 
panies. We do not disregard the fact 
that such companies have peculiar duties 
to the public, and peculiar privileges, 
and that their operations may be regu- 
lated by public authority, and their 
franchises and property taken over by 
the municipalities in which their works 
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are located. But the situation of such 
a company with reference to this class of 
rights and obligations is the same irre- 
spective of the question whether its 
treasurer is or is not to be presumed to 
have power by virtue of his office to 
issue promissory notes. Such notes do 
not bind the franchises or the property 
of the company any more than debts 
upon open account. A majority of the 
court is therefore of opinion that the 
jury was rightfully instructed that the 
treasurer of the defendant corporation 
by virtue of his office, had authority to 
sign a note which would bind the cor- 
poration. 


4. (Consideration of point 4, summarized in 
syllabus, omitted.) 


Field, C. J., Lathrop, J., and Allen, 


PURCHASE OF NOTE BY NATIONAL BANK FROM NOTE BROKER. 


DEFENSES OF USURY AND NON-NEGOTIABILITY BY REASON OF CORPORATE SEAL, HELD 
UNTENABLE, 


Cnase National Bank v. Faurot, N, Y. Supreme Court, General Term, First Dept., 
October 13, 1893. 


A four months note for $16,787 oz, executed by a New 
York corporation, with seal attached, after indorse- 
ment by the payee, wrongly came into the hands of 
one S, who sold it to note brokers for $16,000; and the 
note brokers, in turn, sold it tothe plaintiff bank for 
$16,500. In an action by the bank agaiast the payee 
and indorser of the note, Held 

1. The plaintiff being a national bank, the plea of 
usury could not be urged against it; 

2. It did not constitute usury to purchase the note 
from the note brokers for less than face; and 

3. The defense that the note, being under seal, was 
not negotiable and therefore subject to defenses, is 
not tenable in the absence of proof that the seal was 
that of the corporation; was affixed by its authority; 


and that 1t was the intention of the parties to the in- 
strument that it should be an instrument under seal, 
and not negotiable. 


O’Brien, J. This action was brought 
against defendant as indorser of a prom- 
issory note, the face of which was as 
follows: 


$*‘16, 787.02. Lima, Ohio, July 8th, 1890. 


“Four months after date we promise to pay to the 
order of B. C. Faurot sixteen thousand seven hundred 
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eighty-seven and 2-100 dollars at Lima Nat’l Bank, 
Lima, Ohio. Value received. 
“New York Construction Co. 
By F. P. Graf, Secy.” 
“Seal of the Company. 


The defendant indorsed this note,and 
it was given to his attorney for the pur- 
pose of carrying out an agreement en- 
tered into between the deferdant and 
one Simon in connection with certain 
negotiations relating to the construction 
of a railroad, for which Simon agreed to 
procure the capitalists. The unques- 
tioned arrangement between the defend- 
ant and Simon was that until such time 
as Simon had procured the execution of 
a proper agreement by the capitalists, 
whose names were given, to construct 
the road, the note in suit was not to be 
delivered to him. Simon,however, suc- 
ceeded in obtaining possession of the 
note without procuring the execution of 
the agreement, as he had promised, and 
subsequently delivered it to the presi- 


dent of his own bank, who, through 
note brokers, sold it to the plaintiff for 
value. The amount paid by the brokers 
was $16,000, and upon the purchase of 
the note from the brokers the plaintiff 
paid $16,500. 


DEFENSE OF USURY OVERRULED. 


These figures are referred to because 
upon them was predicated one of the 
defenses,—that of usury,—which may 
at the outset be disposed of by the state- 
ment that it is not available to defend- 
ant for two reasons, the first being that 
the plaintiff is a national bank, against 
whom the plea of usury could not be 
urged; and secondly, it was not usury 
to purchase the note for less than its 
face in the manner in which the plain- 
tiff purchased it, nor could such pur- 
chase in any way be tortured into an 
agreement by which the plaintiff exact- 
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ed a greater sum than the legal interest 
for the loan of $16,000, It appearing 
that*the note had been diverted, the 
question of the good faith of the plain- 
tiff, and as to whether or not it had paid 
value for the note, were under proper 
instructions submitted to the jury, who 
having found in favor of the plaintiff, 
their verdict should be sustained, unless 
there are some valid legal grounds for 
disturbing it. 


DEFENSE OF NON-NEGOTIABILITY BY REA- 
SON OF CORPORATE SEAL, OVERRULED. 


The principal ground relied upon by 
appellant is that the presence upon the 
note of the words ‘‘New York Construc- 
tion Company Seal,” stamped or im- 
pressed upon the paper, detracts from 
its character as a negotiable promissory 
note. The question thus presented, 
therefore, is whether the instrument 
sued on was a negotiable promissory 
note, or, as the result of the impression 
upon the paper of what appears to be 
the seal of the corporation, it became a 
specialty, and thus lost its negotiable 
character. We can see no distinction, 
upon the facts here appearing, between 
this case and the one recently decided 
by this general term, of Weeks v. £sler, 
68 Hun, 518, wherein it was held that: 


“Before an instrument in the form of a promissory 
note made by a corporation, with what purports to be 
the seal of the corporation impressed thereon, and 
containing no words indicating an intention toexe- 
cute it asan instrument under seal, can be held to be 
a specialty, and nota negotiable promissory note, it 
must be shown that the seal is the seal of the corpora- 
tion, and was affixed by its authority, and that it was 
the intention of the parties to the instrument that it 
should be aninstrument under seal, and not negoti- 
able.” 


The appellant concedes that, if the 
rule thus laid down in Weeks v. £sler is 
sound in law, it is difficult to distinguish 
it from the present case, so far as the 
question of indorsement is concerned, 
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and would result in an affirmance of the 
view taken by the court below as to the 
negotiability of the note. Because 
pressed upon us with considerable force 
and ability, we have examined the ques- 
tion anew, and are satisfied with the 
correctness of the ruling in tne case 
cited, which conclusion practically dis- 
poses of the contentions raised upon this 
appeal, and obviates the necessity of our 
examining the many other suggestions 
made of what, if a different rule were to 
prevail,might be the law controliing the 
rights of the parties. We think thatthe 
judgment was right, and should be af- 


firmed, with costs. All concur. 


Rights of Bank as Holder of Second 
Chattel Mortgage. 


Cannot Attack First Mortgage by Alleging Fraud. 


Perrine v. First National Bank of Jamesburg, supreme 
court of New Jersey, June 8, 1893. 


An action of replevin was brought by 
the First National Bank of Jamesburg, 
against William D. Perrine for taking 


certain chattels. Upon the trial it ap- 
peare’ that one Samuel E. Perrine, on 
March 1, 1889, had made a chattel 
mortgage upon the property in suit to 
William D, Perrine, to secure the pay- 
ment of two promissory notes, amount- 
ing to $1,500. On May 7, 1889, Samuel 
E, Perrine made a second chattel mort- 
gage upon the same property to the 
First National Bank of Jamesburg, to 
secure the payment of $1,500. In the 
last mortgage is the following clause: 
‘*It is understood between the parties 
that a previous chattel mortgage has 
been given on the above scheduled chat- 
tels to William D. Perrine, for the sum 
of $1,500, on which there has been a 
payment of $800.” The notes which 
William D. Perrine held not being paid 
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at maturity, he took possession of, and 
took action towards selling, the mort- 
gaged property. The bank replevied 
the property. Perrine gave bond, and 
sold. Upon the trial, the bank, as 
plaintiff, attacked the mortgage of Per 
rine as one made to defraud creditors. 
The court charged that if the Perrine 
mortgage was given with a fraudulent 
intent, to cover and conceal from the 
mortgagor's creditors a part of his prop- 
erty, it was void against the mortgage 
given to the bank. Under this charge, 
to which an exception was taken, a ver 
dict was returned for the plaintiff for 
the full amount of the notes secured by 
the second mortgage. 

The supreme court of New Jersey re 
verses the judgment, and holds as fol- 
lows: 

A second mortagee of chattels, 
whose mortgage there is a recognition of 
a previous existing mortgage upon the 
same chattels, cannot attack the former 
mortgage by setting upthatit was made 
in fraud of the mortgagor’s creditors. 


in 


Bank as Bona-Fide Holder of Note. 


When notice to president of bank, that note procured 
from maker by fraud, will not bind bank. 


Washington Nat. Bank v. Pierce, Supreme Corrt of 
Washington, June 7, 1893. 


In an action by the Washington Na- 
tional Bank against the maker of a dis- 
counted note, the court holds: 

1. The fact that the maker of a 
told the president of a bank, at the 
office of a company of which they were 
both directors, that a certain note had 
been obtained from him by fraud, will 
not be held notice to the bank, where it 
afterwards discounts the note. 

2. The fact that when a bank dis- 
counted a note, payable a year after 
date, it had but a month or more to 


note 
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run, has no bearing on the question of 
bona-fides of the purchase. 


Collection of Certificate of Deposit. 


Transmissicn to bank of issue held negligence. 


First National Bank of Evansville v. Fourth National 
Bank of Cincinnati, U. S. Circuit Court of 
Appeals, 6th circuit, June 8, 1893. 


In this case it is held that the trans- 
mission by a collecting bank of a certifi- 
ficate of deposit to the makers, for col- 
lection, is negligence which makes the 
transmitting bank responsible for any 
loss resulting. 


Chattel Mortgages in Texas. 


When rule, requiring registration in another county, 
in case of removal of property, does not apply. 


Vickers v. Carnohan, et. al. Court of Civil Appeals of 
Texas, October 4, 1893. 


The Texas revised statutes, 4341, re- 
quires a mortgagee of chattels who after 
registration permits the removal of the 
chattels to another county to record his 
mortgage to the lattercounty within four 
months, or lose his lien as against cred- 
itors and bona-fide purchasers. The 
court holds this requirement does not 
apply in case of a removal without the 
mortgagee’s consent. 


Statutory Requirement of Written 
Waiver of Demand and Notice. 


When Indorser Estopped from Asserting. 


Hallowell National Bank v. Marston, Supreme Judicial 
Court of Maine, June 5, 1893. 


1. A statutory provision that the 
waiver of demand and notice by an in- 
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dorser of a promissory note, to be valid, 
must be in writing, may be waived by 
the indorser under such facts and cir- 
cumstances as will estop him from deny- 
ing that the note was not duly protested 
for non-payment. 

2. The principle of equitable estoppel 
has been incorporated into the law, and 
is constantly administered in courts of 
law in the same manner as those of 
equity, for the purpose, not of compel- 
ling parties to do right in their dealings, 
but of preventing them from doing 
wrong. 

3. An indorser of a note residing in 
this state, where it had been discounted, 
requested the plaintiff, the holder, who 
had transmitted it through the usual 
bank channels for collection or protest 
in Brooklyn, N. Y., where it was pay- 
able, to recall it to save expense of pro 
test, the indorser having learned that 
the maker had failed, and that his prior 


indorser, a citizen of Brooklyn, had 
agreed to meet the note with cash and 


note. The holder assented on 
condition that the rew note should bear 
the names of all the local indorsers. 
Three days before maturity the indorser 
withdrew his request, upon being asked 
by his prior indorser to have the note 
forwarded for protest. The holder, 
under the direction of the indorser, un- 
dertook by telegraph to order the note 
forward, not knowing where it was, 
but on the day of maturity it came back 
to the holder’s residence, and too late 
for protest. As the indorser’s conduct 
was designed to have the holder recall 
the note before maturity, and hence 
without protest, and the holder was 
thereby induced to recall it, whereby, 
under the circumstances, it was put be- 
yond the power of the holder, by the 
most feasible and expeditious mode pos- 
sible, to have the note protested after 


a new 
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the indorser had withdrawn his request, 
held, that the indorser is equitably es- 
topped to assert any right under Rev. 
St. c. 32, § 10, requiring waiver of de- 
mand and notice to be in writing. 


Discount by Bank of Re-Issued Note. 


Points to be noted by bankers. 


First Nat. Bank of Seattle v. Harris, supreme court of 
Washington, August a, 1893- 


The court, denying the bank's right 
of recovery against a surety upon a 
promissory note, decides as follows: 

1. Possession by the maker betore 
maturity, and after it has been in circu- 
lation, of a note payavle ‘‘on or before” 
acertain date, is presun.ptive evidence 
of its payment. 

2. A note coming into the hands of 
the maker after payment cannot be re- 
issued by him, so as to bind a surety 
thereon, in the hands of one taking it 
with knowledge of the suretyship. 

3. Where the holder of a note takes 
from the principal‘ obligor a new note 
for the debt, falling due after the ma- 
turity of the first note, a surety on the 
first note is, in the absence of special 
circumstances, released from liability 
thereon. 


Interest on Bank Deposit by City. 


Not recoverable, where statute authorizing deposit is 
void. 


City of Los Angeles v. City Bank, supreme court of 
California, October 10, 1893. 


The city of Los Angeles, in pursuance 
of section 44 of its charter, (act Jan. 31, 
1889,) authorizing the deposit of the 
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city funds in such bank as would agree 
to pay the highest rate of interest, ap- 
pointed the City Bank the city deposi- 
tory for the ensuing year, and deposited 
the city funds therewith. Before the 
expiration of the year, the state supreme 
court decided that said section of the 
charter was void, and thereupon the city 
withdrew from the bank the amount de- 
posited by it. 

The city then brought an action 
against the bank to recover interest on 
the deposit, but the court holds that 
since under the previous decision, the 
contract for the payment of interest was 
void, and the making of it constituted a 
felony, the city could not recover there- 
under. 


The Bank Commissioners’ Act in Cali- 
fornia. 


It supersedes, so far as banks are concerned, the in- 
solvent act, and insolvency proceedings against a 
bank must be taken under the former. 


People v. Superior Court of San Francisco, supreme 
court of California, October 14, 1893. 


In a petition by the people for a writ 
of prohibition directing the superior 
court of San Francisco and the creditors 
of the Pacific Bank to cease from prose- 
cuting proceedings to have the bank de- 
clared insolvent and placed in the hands 
of a receiver, the writ was granted, the 
following rulings being made: 

1. Bank Commissioners’ act March 
30, 1878, provides for the examination 
of all banks by commissioners appointed 
therefor. Section 11 of such act, as 
amended by St. 1887, p. 90, provides 
that if the bank commissioners find that 
any such corporation has violated its 
charter, or is conducting business in an 
unsafe manner, and refuses to discon- 
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tinue its illegal practices, the attorney 
general may bring suit in the proper 
court to prohibit the transaction of fur- 
ther business, and to wind up its affairs. 
Section 21 provides that all acts are re- 
pealed in so far as they are inconsistent 
with this act. Insolvent act, 1880, § 8, 
provides that an adjudication of insol- 
vency may be made for causes enum- 
erated therein on the petition of five or 
more creditors whose demands amount 
in the aggregate to not less than $500; 
and section 25 requires the assignee, 
‘‘as speedily as possible, to convert the 
estate, real and personal, into money.” 
Held, that the insolvent act is super- 
seded by the bank commissioners’ act as 
far as banking corporations are concern- 
ed, and that an adjudication of insol- 
vency against a banking corporation, 
and the appointment of a receiver there- 
for, would not lie on the petition of 
creditors therefor. 

2. A contention that the sole object 
of the bank commissioners’ act is visita- 
tion and a report to the attorney gen- 
eral by the commissioners, and that 
there is no suggestion therein for the 
sequestration of assets, is untenable; 
section 11 of such act further providing 
that if the court shall consider it unsafe 
for the corporation to continue to tran- 
sact business, and that it is insolvent, 
an injunction shall be issued, and there- 
upon such proceedings shall be taken 
against the corporation ‘‘as may be de- 
cided upon by its creditors,”’ and sec- 
tions 18 and 1g authorizing the commis- 
sioners to maintain actions in the name 
of the people, under the court’s direc- 
tion, 

3. A further contention, that there is 
nothing compulsory about the attorney 
general's duty to institute such proceed- 
ings, because section 11 provides that 
the institution of such proceedings 
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shall be ‘‘in his discretion,” and that, 
if he should fail to do so, the creditors 
would have no remedy, cannot be con- 
sidered, since it will not be presumed 
that sworn officers will fail in duty. 

4. The remedies provided by the two 
acts are not cumulative, nor the powers 
conferred by the bank commissioners’ 
act auxiliary to those conferred by the 
insolvent act, the object ot the bank 
commissioners’ act being to provide an 
entirely different scheme for winding up 
the business of a banking corporation. 

5. The bank commissioners’ act is not 
a contravention of Const. art. 4, § 25, 
providing that the legislature shall not 
pass local or special laws granting to 
any corporation any special or exclusive 
right, privilege, or immunity. 

6. The title of such act, ‘‘The Bank 
Commissioners’ Act,” sufficiently ex- 
presses the subject of the act, and is 


sufficiently general in its scope, within 


Const. art. 4, § 24, it being unnecessary 
that the title should embrace an abstract 
of its contents. 


Interest on Bank Deposit. 


A depositor’s effort to prove an agreement for inter- 
est on his deposit, held insufficient, and recovery 
of interest denied. 


McLoghlin et al.v. National Mohawk Val. Bank, court 
of appeals of New York, October 24, 1893. 


In an action by a depositor against 
his banker to recover interest upon a 
balance of account, the court, reversing 
the lower court, holds: 

1. The fact that there are several en- 
tries in the books of a bank and in the 
pass book ofa depositor of allowance of 
interest on his account, is not sufficient 
to prove a contract by the bank to pay 
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interest while the deposit should remain, 
where it is proven that after the entries 
were made the officers of the bank on 
several occasions told the depositor that 
it was against their rules to pay inter- 
est, and that they would not pay it, 
and that he apparently acquiesced. 
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zo N. Y. Supp. 171, reversed. 
2. On the question whether a bank 
agreed to pay a depositor interest, evi- 
dence that he had accounts in other 
banks on which he was paid interest is 
inadmissible. 20 N. Y. Supp. 171, re- 
versed. 


Provision for Alternative Rate of Interest in Promissory Note 


Negotiability Not Destroyed because of Uncertainty in Amount. 


Crump v. Berdan, supremecourt of Michigan, October 27, 1893. 


The notes in question provided for 
the payment of acertain sum, with in- 


terest at 7 per cent., and contained the 
further stipulation, 


“If not paid when due, I agree to pay ten per cent. 
interest from the date until paid.” 


It was contended that this introduced 
an uncertainty as to the amount, and 
that, therefore, the notes were not ne- 
gotiable. 

The court says: ‘* We think there was 


no such uncertainty as to the amount as 
to destroy the character of negotiability 
in the instrument, The precise question 
is decided in Hope v. Barker, 43 Mo. 
App. 632, and in Russell v. Klink, 53 
Mich. 161, a note containing a like stip- 
ulation was treated by this court as ne- 
gotiable, although the question was not 
discussed. There was not wanting the 
element of certainty in the note. There 
was no date at which the precise amount 
due upon the note could not have been 
determined by an inspection of the in- 
strument itself.” 
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DEPARTMENT. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 
ions upon, matters of law involved in various branches of accountancy. Cases bearing upon the management 
and distribution ot trust estates and property are published under this head. These are of importance to 


trust companies, bank+rs, and all others charged with the management of trust 


roperty; as well as to ac- 


countants employed to investigate trusts, make reports, and assist in the rendering of accounts. 


THE ACCOUNTANT IN THE UNITED STATES. 
Cost of Production. 


Contributed by Frank Blacklock,‘Expert Accountant, Baltimore, Md. [4th Aricle ] 


In the good old times when sovereigns 
were sold for a penny a measure, when 
the miller took his toll with a ladle, and 
the few who were engaged in manufac- 
turing were well satisfied to balance 
their primitive accounts on the single- 
eutry principle, simply finding by an 
arithmetical process that their good 
things of life had increased, some ten, 
some fifty, and some an hundred fold, 
the cost of producing the manufactured 
article was ascertained by a rough rule 
of thumb process, with a liberal margin 
thrown in for profits; but in these days, 
when the economy of production is so 
closely associated with the science of 
distribution in the machinery of com- 
merce, the relation between the factory 
and the office must be as closely con- 
nected as the brain and the heart of the 
human body. 

The progress of science and the press- 
ure of competition is compelling manu- 
facturers who would leave their foot- 
prints on the sands of time, to place 
their counting-rooms in the charge of 
educated accountants, as well as to have 
the laboratory of their works under the 
control of well-trained chemists, so that 
the executive brain may know exactly 
the cost of producing any product of the 
factory when the estimate is requested 
by telegraph or telephone, with *‘ wire 
answer,” or ‘‘ telephone immediate 


reply.” Whileit is true that the selling 
price of most articles from a pin to a 
locomotive, is to a great extent regulated 
by competition, still it is no less true 
that any manufactured product, sold at 
less than the cost of manufacturing, is 
bound to bankrupt the manufacturer 
just as constant dropping of water will 
wear out the hardest stone. 

Public accountants are more and more 
frequently called upon by progressive 
manufacturers, or bankers who have 
large interests in manufacturing plants, 
either as investors or crediturs, to de- 
vise a system of accounting that will 
give the accurate cost of the product in 
an absolutely scientific manner; a system 
that will show results, easy to be under- 
stood, obtained from a series of minute 
details; the relative cost of raw mater- 
ials, skilled and unskilled labor, office 
and selling expenses, interest charges, 
depreciation of plant, losses by bad 
debits, and numerous other items which 
sooner or later find their way in a quiet, 
but resistless, moth-eating manner into 
the debit of the profit and loss account 
of the factory, and very often into the 
same account of the creditor of such 
concerns, who sells goods at less than 
cost, and honestly thinks that money is 
being accumulated, realizing too late 
that failure has come. 

The executive manager of all indus- 
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trial enterprises, from a railroad loco- 
motive factory to a hot pop-corn seller, 
is constantly trying to decrease the cost 
of production; with an improvement in 
the quality and quantity of the goods 
produced; to place the article produced 
in the most economical and prompt 
manner in the hands of the consumer, 
who will pay quickly, so that the al- 
mighty dollar may promptly return to 
the bank from whence it came, laden 
with an increment of profit. In the fur- 
therance of these ends will be shown the 
work of the accountant, who so planned 
and controlled the system of accounts 
as to render such a desirable result pos- 
sible in these days of grinding compe- 
tition. 

In a lecture delivered by Mr. Freder- 
ick W. Child before the New York 
[nstitute of Accounts, upon the ‘‘ Ele- 
ments of Cost, and Methods of Account- 


ing in Steam-engine Works,” the princi- 
ples of cost-accountsare very intelligently 
treated, and many valuable hints can be 
picked up that will apply to any manu- 
facturing establishment, while ‘‘the Cost 
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of Manufactures and the Administration 
of Workshops, Public and Private,” by 
Captain Henry Metcalfe, U. S.A., is a 
book that should be in the professional 
library of every public accountant who 
has any dealings with manufacturing es- 
tablishments. As the captain truly says: 
‘* Some men have the gift of so arrang- 
ing their experience that they are always 
ready with an answer to whatever ques- 
tion new conditions may propose. But 
such men are rare, and are seldom found 
in subordinate positions.’”’ He also says: 
‘*Foremen as a class, are necessarily 
among the most intelligent of men, and 
are as quick as any to appreciate the ad- 
vantages of a good tool. Direct method 
suits them best; they like to work as a 
dog digs a hole, disposing immediately 
of present necessities, and throwing 
what they have accomplished behind 
them, out of sight and out of mind.” 
This book has many good sugges- 
tions, contained in some three hundred 
pages of printed matter, and there are 
enough good points to pay for careful 
perusal of Captain Metcalfe’s work. 


CERTIFICATES. 


Their Value as a Basis of Investment. 


The subjoined correspondence and 
editorial leader, re-produced from the 
columns of the New York Zvening Post, 
will be of interest to accountants gener- 
ally. Taking the recent failure of the 
Thurber-Whyland corporation, a corre- 
spondent makes it the basis for an at- 
tack upon the certificate of the account- 
ant as erroneous and misleading, and 
suggests the inquiry, what, it any, 


credit can be attached, in the future, to 
the certificates of accountants, showing 
the result of their investigations, as a 
basis for investors to reflect and act 
upon? 

The Post discusses this inquiry and 
thinks the trouble arises, not from any 
incorrectness in the accountant’s certifi- 
cate in its showing of figures and book 
condition, but from the fact that the 
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general public are apt to placetoo much 
faith in the certificate as an absolute as- 
surance of probabilities of success in the 
future, when in reality, it should be ac- 
credited merely as a statement of facts 
and figures shown by the books, and 
the underlying circumstances and con- 
ditions which involve the future success 
of the particular business, should be a 
matter of independent consideration by 
the investor. 

This article has called forth two re- 
plies, one commendatory; the other, 
from a public accountant, dissenting 
from the conclusions reached, and as- 
serting that an experienced accountant 
takes into consideration every circum- 
stance which might militate against earn- 
ings. 

Our own opinion is that qualified ex- 
pert accountants are, asa rule, rather a 
superior class of men in the matter of 
scope of investigation, discernment and 
intelligent judgment. At the same time, 
it is true, the actual value of bills or 
accounts receivable, certified to as 
shown by the books of a particular con- 
cern, is frequently a matter beyond the 
perception of the most experienced. 
Take some of the recent bank failures 
as conspicuous examples. Banks, after 
examination by expert examiners, have 
been reported as having a good surplus 
and unimpaired capital, because the 
item of ‘‘ loans and discounts” has been 
estimated at a given sum. Yet upon 
failure, the amount realizable from this 
source proves to have undergone tre- 
mendous shrinkage. Why? Because it 
was beyond the examiner's power to 
correctly gauge their true value; he must, 
largely, take them at their face, assum- 
ing the investment has been wise. So 
with corporations born out of partner- 
ships. Book accounts and bills receiv- 
able may have been listed at face value, 
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because in the past the parties have al- 
ways paidup. Yet onan item of this 
nature a refusal or inability to grant 
further credit, or other business causes, 
may cripple debtors on running accounts 
and render them unable to pay, with 
considerable loss as a result, On the 
whole, however, we are inclined to agree 
with the writer of the last communica- 
tion that a public accountant who un- 
derstands his business is not likely to 
miss any points as regards the ordinary 
probabilities of the future; and that ‘‘a 
period of unexampled depression in 
business is a matter that no one can 
foresee,” and accountants cannot be ex. 
pected to make allowance for such cir- 
cumstances in their certificates. 

The correspondence referred to-is as 
follows: 


[No. 1] ACCOUNTANTS’ CERTIFICATES ATTACKED, 


To THE EDITOR OF THE EVENING Post: 

Sir: Those who havea personal acquaintance 
with Mr. F, B. Thurber would not at this mo- 
ment add to his anxieties or call in question his 
probity. Inthe unfortunate suspension of the 
Churber-Whyland Company there are many in- 
nocent sufferers who are entitled also to con- 
sideration and sympathy. Before me is the 
prospectus of the Thurber-Whyland Company, 
which contains a statement, made by a firm of 
**well-known public accountants,” certifying to 
an examination of the books of the firm for ten 
years, February 1, 1880, to January 31, 18go. 
The result of this examination is stated to be an 
average profit of $220,083.96 yearly. For eleven 
months ending Jannary 3, 1891, the net profits, 
were declared to be $221,451.86, or at the rate 
of $241,583 85 for the year. 

It is not unfair to assume that the subscribers 
to the one million of new capital offered in this. 
prospectus were influenced by the certificate af 
these ‘‘well-known public accountants,” The 
physician is responsible to his patient for intel-- 
ligent treatment, the lawyer equally so to his 
client. Is there a similar remedy in the case of 
statements deliberately made by well-known, 
public accountants to influence subscriptions to. 
an issue of stock or bonds as tothe value of 
which the public are ignorant except so far as 
the prospectus discloses facts and figures. 

The “Evening Post” in announcing the ap- 
pointment of receivers for the Thurber-Whyland 
Company, with that dignity and fairness which 
pervades its opinions, makes no reference to the 
facts herein disclosed, yet many of its readers 
are anxious to learn the credit, if any, to be at- 
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tached in the future to examinations made by 
so-called experts the results of which are pub- 
licly announced as a basis for investors to re- 
flect and act upon. 

New York, November 16. 


[No. 2] ACCOUNTANTS CERTIFICATES DISCUSSED, 

The question raised by a correspondent, 
apropos of the Thurber-Whyland receivership, 
whether accountants’ certificates are of any 
value, is certainly one of practical importance. 
During recent years we have seen a great many 
manutacturing and trading partnerships turned 
into corporations whose bonds or stocks have 
veen offered for public subscription. Accom- 
panying the offer was a prospectus describing 
the returns which were toaccrue to the invest- 
ors from the profits of the future. It is not too 
much to say that in most cases it was the ac- 
countants’ statements of past profits which were 
relied upon as the main inducement to subscri- 
bers. In a number of instances failnre has 
dashed the rosy hopes thus held out; it is not 
unnatural that the disappointed shareholders 
should bring criticisms against the certification 
which principally induced their investment. 

The fault, in part, at least, is the public’s 
own. The statements of expert bookkeepers 
have in these cases been taken for more than 
they really contained. The columns of the 
‘* Evening Post” have contained warnings upon 
this very point. An accountant is a man who 
examines the books and who certifies that the 
figures contained therein show such and such 
results. In most instances he knows nothing of 
the business conditions which make success or 
failure; in short. he is no judge of the real 
probabilities of the future, though this is pre- 
cisely the interpretation usually put upon his 
certificate. In the Thurber-Whyland matter, 
there is good reason for believing the statement 
of past profits to have been substantially cor- 
rect. What the causes of the receivership were 
in detail can be known only when the examina- 
tion now being conducted is completed and 
made public. One fact, however, is clear in ad- 
vance. When the corporation was for» ed and 
theshares sold to the public, the money re- 
ceived from such sales was all turned over to 
the partners of the old firm in payment of the 
assets and good will. No provision was made 
for working capital. The corporation, therefore, 
from the outset was handicapped by its depend- 
ence upon heavy borrowings from the banks, 
amounting last summer, it is stated, to nearly a 
million dollars—a sum since reduced. Here, 
then, is a most important detail of the condition 
of the new company which an accountant’s cer- 
tificate of past profits could not cover. The 
Jarge cost of carrying along such heavy obliga- 
tioas in a time of depression doubtless will ac- 
countin the forthcoming statemert for a part of 
the loss of profits which must have occurred in 
the business of Thurber-Whyland as in other 
houses and lines of trade. 

An analagous case was thoroughly discussed 
in England not long ago. Chartered account- 
ants of unquestioned integrity stated the profits 
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of the Allsopp brewery at large figures,inducing 
oversubscription. When failure came, the cer- 
tificate was challenged, but was shown to be 
correct. The incorporation was timed after a 
year of unusual prosperity caused by very low 
prices for the raw materials of ale. That ac- 
countant must have been a practical brewer to 
have discovered the real reason of the high pro- 
fits, particularly since the prospectus failed to 
mention that the number of barrels sold was 
less that year, though the profits were greater— 
a fact which, if stated, would have caused un- 
welcome inquiry. Herein lies the difficulty 
with the certificates of accountants and with the 
interpretation put upon their statements by the 
investing public; these gentlemen are usually 
men of integrity and do not knowingly deceive, 
but they are not and cannot be familiar with all 
the businesses and trades whose books they ex- 
amine. They state the figures of the accounts 
accurately, but they are not experienced enough 
to give opinions upon the business facts and 
conditions which lie back of the figures, and 
which really determine the probabilities of the 
future. 

We do not mean to say that such examina- 
tions are without value. In the recent case of 
the American Casualty Company it is said that 
the cash on hand, stated in the company’s offi- 
cial report on June 30 as $260,000, was money 
borrowed from the banks on notes of hand, with 
the understanding that interest should be paid, 
but that the money should be held back by the 
banks as security for the loan. That sum was 
technically a credit item, yet notin the least 
available to pay debts. An accountant would 
quickly have detected the trick. Thorough 
bookkeeping is absolutely essential to mercan- 
tile success, and also necessary to a knowledge 
of the factsin any investment, but it is not all 
of business. It is unwise to draw from state- 
ments of accounts more meaning than they con- 
tain. Of late such certifications have been ele- 
vated almost into a business fetich. They are 
excellent within their own-field, but not as tests 
of underlying facts or conditions either past or 
future. —Ep. ‘‘Evening Post.” 


THE NATURE OF ACCOUNTANTS’ CERTIFI 
CATES, 


[No. 3] 


To THE EDITOR OF THE EVENING Post: 

Sir: Your editorial of yesterday on the above 
subject was correct and fair. Accountants 
certify to facts as they find them. They cannot 
be expected to know or prophesy about trade 
conditions which are beyond the control even of 
governments, and which make or unmake ad- 
ministrations as well as fortunes. That the ac- 
countants’ certificates were correct in the Thur- 
ber-Whyland Company case is proven by the 
fact that the officers and employees of the house, 
who knew all about its business, are the largest 
stockholders, and, consequently, the large-t 
sufferers by its suspension. 

Your correspondent, who is disposed to lay 
the blame on the accountants’ certificate,ignores 
the fact that we have had what is generally ad- 
mitted to be the severest financial storm of the 
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present century, in which wrecks of stanch 
craft have been numerous, and many are now 
working into port under jury masts to be re- 
fitted. Bad seamanship may be charged in any 
particular case, but it makes a difference 
whether a vessel is in the center or on the edge 
of a cyclone, and it is difficult for a person who 
is not out in the storm to judge of its severity. 
AN EMPLOYEE OF THE COMPANY. 
New York, November 25. 


[NO. 4.] ACCOUNTANTS’ CERTIFICATES DEFENDED, 


To THE EDITOR OF THE EVENING Post: 

Sir: I have read your leader on the subject 
of ‘‘Accountants’ Certificates” with much inter- 
est. The writer, there is no doubt, possesses a 
more than ordinary knowledge of the subject 
on which he writes, but I, for one, as a public 
accountant, must take exception to the general 
tendency of his remarks. While there are ac- 
countants, no doubt, in existence who might, 
in investigations they conduct, take the last 
fiscal year’s business as a basis on which to 
judge of the future earnings of any business, it 
is the established rule to take the last three 
years’ business, so as to cover the very point 
the writer of your article takes exception to. 

A public accountant (not an expert book- 
keeper), who understands his business, takes 
into consideration every circumstance which 
might militate against earnings such as depre- 
ciation of plant and machinery, renewals, dis- 
counts, drawbacks, doubtful debts, and other 
contingencies which affect the profits, and from 
his general experience of business is not likely 
to miss any points as regards ‘‘the ordinary 
probabilities of the future.” 

A period of unexampled depression in busi- 
ness is a matter that no one can foresee, and we 
as a unit in the mercantile world cannot be ex- 
pected to make allowances for such circum- 
stances in our certificates. 

J. W. WHITEHEAD, 
Fellow of the American Association of Public 
Accountants. 
New York, November 24. 


(Since the foregoing was placed in 
type, two other interesting communica- 
tions have been made, by public ac- 
countants, to the New York Zvening 
Post, and published in its column with 


brief editorial reply. They are there- 
fore subjoined, and designated Nos. 5, 
6 and 7 respectively). 


[No. 5] ACCOUNTANTS’ CERTIFICATES DO NOT GO 
FAR ENOUGH. 
To THE EDITOR OF THE EVENING Post: 


Sir:—I have read with considerable pleasure 
your interesting article headed ‘‘ Accountants’ 
Certificates,” appearing in your issue of Friday 
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last. While agreeing with your ideas in the 
main, I desire to say as a professional account- 
ant of long and varied experience that I think 
the tendency of your article is to reflect some- 
what on the usefulness of professional account- 
ants, in matters connected with the transfer or 
conversion of private firms into joint-stock com- 
panies. I am aware that many public companies 
floated with the greatest of promise have turned 
out disastrously, and have utterly failed to 
realize the expectations of investors as based 
upon statements contained in the original pro- 
spectus. But, as you justly say, the fault is 
not altogether the accountant's, but is partly the 
public’s. In matters of this nature it should be 
distinctly borne in mind that the professional 
accountant is the servant of the public, and just 
what the public wants, so will he be willing to 
give. Ifthe public wishes to know what the 
earnings of a company have been, and no more, 
the accountant will merely supply this informa- 
tion in his certificate. If, in addition, it is de- 
sired to know whether the working capital of a 
company is sufficient, or otherwise, he could 
equally furnish this information, if asked to do 
so. Ina word, if the public will use ordinary 
intelligence in reading the prospectus of a public 
company, and question the accountant em- 
ployed at the time of its formation upon any 
point connected with its earnings, capital and 
good-will, which intelligent investors require to 
know before making an investment, there would 
be fewer disappointments, and such failures as 
happened in the case of the Thurber-Whyland 
Company, and the shameful collapse which hap- 
pened in the case of the Cordage Company, 
would be almost unknown, for the public would 
decline to contribute to the creation of such 
companies unless the foundation was sound. 

My idea is that the only fault to be found 
with the usual accountant’s certificate is that it 
does not go far enough. It usually states the 
earnings of the business proposed to be sold or 
converted, and no more. It is silent, strange to 
say, on two of the most material points neces- 
sary to be known—points, I venture to remark, 
which the professional accountant, from his 
skill, experience and training, is better capable 
of dealing with than any one else, viz.: the 
sufficiency of working capital and the value of 
the good-will. 

I think, therefore, where accountants’ certifi- 
cates are given in the case of a business to be 
converted or transferred into a joint stock com- 
pany, that the public should require those certi- 
ficates to state (1) what the net average annual 
earnings have been for a series of years; (2) 
whether or not the net assets to be taken over 
constitute in themselves sufficient working cap- 
ital to run the business without borrowing; and 
(3) what in the accountant’s opinion is the value 
of the good-will, arrived at on a correct basis of 
calculation. Having arrived truthfully at these 
data, it becomes a comparatively easy matter to 
judge whether the proposed capital of the com- 
pany is excessive or otherwise, and thus give 
the investor a clue to the worth and souridness 
of the undertaking. 

It goes without saying that the Thurber- 





466 


Whyland Company, to which you refer in your 
article, would be a successful company to-day, 
had the assets acquired at the time of transfer 
been fairly valued and taken over free from any 
liability and indebtedness. This would undoubt- 
edly have furnished sufficient working capital; 
and the accountant’s certificate stating this fact 
would, in my opinion, have saved the great loss 
which the investors in this unfortunate com- 
pany have since experienced. 

The subject of ‘‘accountants’ certificates,” 
whether relating to public companies or com- 
mercial matters generally, considering the im- 
portant part they are now playing in every-day 
business transactions, is one which I think 
should be understood by all, and _ therefore 
worthy of the widest discussion. 

James T. ANYON, 

New York, November 27. 


[No. 6] SUGGESTED LEGAL ESSENTIALS OF AN AC- 
COUNTANTS’ CERTIFICATE, 


‘To THE EDITOR OF THE EVENING Post: 


S1r:—I have read with great attention your 
article of the 24th inst. under the above 
heading. That article is especially significant 
for facts portrayed by you, and equally signifi- 
cant for facts not portrayed by you. 

Regarding the facts portrayed by you and 
your statements thereon: (1) as to the partner- 
ships turned into corporations whose bonds or 
stocks have been offered for public subscription, 
you state that the accountant’s statements, in 
most cases, were relied upon as the main in- 
ducement to subscribers. This is doubtless 
true, and if their presentations had been prop- 
erly made, there is no reason why such reliance 
should be misplaced. ‘‘In most cases he (the 
accountant) knows nothing of the business con- 
ditions which make success or failure; in short, 
he is no judge of the real probabilities of the 
future, though this is precisely the interpreta- 
tion usually put upon his certificate.” If the ac- 
countant is really ignorant on points of such 
importance as business conditions, he is utterly 
unfit for his profession, and is not justified in 
making even the semblance of a prognostication 
of future profits. ‘‘In the Thurber-Whyland 
matter there is good reason for believing the 
statement of past profits to have been substanti- 
ally correct.” This is doubtless true. 

(2) ‘‘One fact, however, is clear in advance. 
When the corporation was formed and the 
shares sold to the public, the money received 
from such sales was all turned over to the part- 
ners of the old firm in payment of the assets 
and good-will. No provision was made for 
working capital. The corporation, therefore, 
from the outset was handicapped by its heavy 
borrowings from the banks, amounting last 
summer, it is stated, to nearly a million dollars 
—a sum since reduced.” 

This very important statement, made by you, 
is doubtless guardedly made and with know- 
ledge. If strictly correct, what can be said of 
the honorable action of any company that pub- 
lishes a prospectus of past profits, and a predict- 
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ion of probable future profits, and at the same 
time conceals from the public such vital facts on 
which the production of future profits not only 
rests, but where the prediction is virtually, ani 
with the knowledge of the company, foredoom 
ed to failure? 

‘*Here, then, is a most important detail of th: 
condition of the new company which an ac- 
countant’s certificate of past profits could noi 
cover.” Here, again, as a professional account- 
ant, I beg to differ with you. In making up the 
condition of the firm, their assets and liabilities 
to be transferred to the company ought to be 
clearly stated by the accountant. 

With regard to the Alsop brewery, you 
again appear to underrate the knowledge, and 
underestimate the responsibility of competent 
public accountants. They do not need to be 
practical brewers to ascertain the reason of high 
profits on sale of beer for any particular year. 
If the books have been properly kept as to cost 
of materials, labor, and expenses, the cost of 
brewing per barrel, including the cost of deliv- 
ery of the barrels of beer sold, and the average 
profit of beer on each barrel sold, can be ascer- 
tained and proved by a competent accountant, 
in each year’s business, to the tenth part of a 
mill per barrel. You state ‘‘that the prospectus 
failed to mention that the number of barrels sold 
was less that year—though the profits were 
greater—a fact which if stated would have 
caused unwelcome inquiry” and proceed ‘‘that 
these gentlemen are usually men of integrity 
and do not knowingly deceive.” Is it not 
rather a poor compliment for you to pay them, 
to credit them for integrity while not presenting 
so unwelcome a factor, and discount the busi- 
ness knowledge that they are supposed to pos- 
sess, and ought to make use of, if these gentle- 
men were really competent accountants? 

In my opinion it should be made illegal for 
any accountant to draw up, or assist to draw 
up, any prospectus, inducing the public to pur- 
chase stock or bonds of any company, without 
also giving with the statement of past yearly 
profits (including the conjecture of future pro- 
fits, if a successful business is done) a faithful! 
and properly classified statement of the valid 
assets and liabilities of the firm at the time of 
the proposed formation of the company, soas to 
show in that statement the profit-producing as- 
sets, and especially the amount of assets avail- 
able from immediate use, such as cash and live 
bills receivable, that can be discounted if need- 
ful, and excluding from the accounts due the 
firm, or stating specifically, the amount of such 
(if any) that are doubtful or bad. 

In the statement of assets should be given 
also the amount of good will and of any other 
asset that is not properly profit producing, but 
nevertheless forms part of the capital stock on 
which dividends are to be declared. 

A statement of past profits only, published in 
a prospectus, necessarily embodies two very ob- 
jectionable features—one, the suggestio falsi in 
posse, the fruits of which are now shown in the 
Thurber-Whyland matter; the other, the sup- 
pressio veri in esse, in the matter now revealed 
in your article, viz., the payment in cash to the 
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firm of the proceeds of stock sold, and the want 
of provision for working capital. 

The question as to the proper extent of pre- 
sentation of ‘‘accountants’ certificates” affects 
the reliability to be placed on accountants by 
the community, and you will, I trust, deem it 
of sufficient importance to justify my treating it 
at length. 

Wo H. Veysey, of Veysey & Veysey. 
Professional Accountants. 
New York, November 27. 


[No. 7] REPLY OF NEW YORK EVENING POST, 


[It is proper that every business and profes- 
sional man should have a high opinion of the 
importance of his line of work. As _ before 
stated, it is undoubtedly true that good account- 
ing is necessary in all business. But the claim 
(made in part by inference) that professional 
accountants could if called upon make a state- 
ment regarding a corporation which would of 
itself be a sufficient guide to investors, cannot 
be sustained and is fraught with mischief. A 
complicated business requires special experience 
and long training in that particular branch 
which an accountant, going from firm to firm 
and trade to trade, cannot have and should not 
claim. For example, Mr. Veysey says that cer- 
tificates should show the available assets, ex- 
cluding such as are doubtful or bad. How was 
it possible for any one outside the grocery trade 
to make even a rough guess as to the proportion 
of the book accounts of Thurber, Whyland & 
Company which were certainly good? In his 
excellent paper a year ago Mr. James G. Can- 
non estimated that for banking purposes but 4o 
per cent. of such running accounts in the 
grocery trade could be on the average consid- 
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ered collectible. How then could any account- 
ant’s statement of these credits be accepted as 
final? By all means let us have the figures in 
the clearest manner and in fullest detail; and 
in demanding this the public are unquestion- 
ably within their right. But we are sure that 
such figures should be accompanied by state- 
ments of the underlying conditions, made by 
some one thoroughly conversant with the busi- 
ness. This brings up the matter of a proper 
prospectus which cannot at the moment be fur- 
ther discussed. In the Alsop case the ac- 
countants’ statements did not embrace the mat- 
ter of number of barrels sold, but only the fig- 
ures of past profits, and consequently that bit of 
deception is not chargeable to them.—Epb, EvEn- 
ING Post. ] 


Ledger Entries in Partnership Ac- 
counting. 


When inadmissible in evidence. 


Durkheimer v. Heilner et al., supreme court of Ore- 
gon, October 25, 1893. 


The court holds in this case: Ledger 
entries, unless admitted to be correct 
will not be considered in adjusting part- 
nership accounts, in the absence of evi- 
dence of the original entries in support 
thereof. 


HE FAVORS A SAFETY-FUND PLAN, 


The following is the report of a recent inter- 
view had with Comptroller Eckels by a re- 
porter of the Washington ‘‘Star’:—I called 
on Mr. Eckels at his home on Rhode Island 
avenue a few evenings ago to ask him to tell me 
how the circulation of the country could be in- 
creased with safety. In answer to a question 
he spoke first of the present system of national 
bank notes, based on government bonds. ‘‘The 
difficulty with a circulation based on bonds,” 
said Mr. Eckels, ‘‘is that it is not sufficiently 
elastic. It does not increase when there is an 
increased demand for currency and diminish 
when that demand ceases. The national bank 
circulation under the present system diminishes 
as the price of bonds goes up. There has been 
an enormous shrinkage in the amount of na- 
tional bank circulation because of the high price 
of bonds. 

*‘Now, it is down to nearly $200,000,000. The 


difficulty with any circulation based on bonds is 
that when you make a demand for the bonds 
the price of them goes up and when the price 
goes up they are less available for use as secur- 
ity for circulation.” 

‘‘Would not that same objection hold good in 
the extension of the present system proposed by 
Mr. Springer?” 

“I cannot discuss Mr. Springer’s proposition,” 
said Mr. Eckels. ‘‘It would be manifestly im- 
proper forme todoso. Mr. Springer is at the 
head of the banking and currency committee of 
the house. Besides, he has talked with me 
about his plan and I could not be quoted as 
saying anything either in favor of or against it. 

“There is a very serious problem before the 
country,” continued Mr. Eckels. ‘‘Congress 
must determine whether we shall have a bank- 
ing system which shall be under the control of 
the government, as the present system of na- 
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tional banks is: whether there shall be a cur- 
rency issued by these banks under government 
supervision and on what security it shall be 
based, and whether the government shall be re- 
sponsible for the redemption of this currency. 
There is one proposition which has received a 
great deal of consideration at the hands of Mr. 
Horace White and many eminent men to which 
I have been giving much serious thought lately. 
It is known as the safety-fund system, and in 
one form it was used by the state of New York 
for many years and used successfully. It was 
adopted, I believe, in 1829, and was in use some 
20 years, Under this system the national banks 
throughout the country would be permitted to 
issue notes up to a certain per cent. of their cap- 
ital, to be guaranteed by the government, and 
there would be in the treasury a redemption 
fund deposited by the banks and also a safety 
fund made up of a tax on circulation which 
would be the protection of the government in 
case of the failure of any of the banks and its 
inability to redeem its circulation. Insurance 
companies, as you know, can calculate very 
closely what the percentage of risk is and what 
premium they must collect to make it possible 
for them to pay losses and still make a profit. 
In the same way the government could tell by 
figuring on the bank failures since the inaugu- 
ration of the national banking system just what 
percentage of the whole circulation would have 
been made good by the government if the safety- 
fund system had been in operation throughout 
that period. It has been figured out and it is 
something like one-quarter of I per cent—a very 
small percentage at least.” 

‘*Under this proposed system the banks would 
still be under the control of the government?” 

“Oh, yes. And their note holders would take 
precedence of the depositors and the sharehold- 
ers, while the shareholders would be respon- 
sible, as they are now to the extent of double 
their subscriptions to the stock. A noteholder 
is regarded as the most innocent of the creditors 
of a bank. A depositor has the option of going 
to one bank or another; a shareholder has the 
right to know all about the condition of a bank. 
But the noteholder accepts his note in the regu- 
lar course of business and he has little option if 
it is in common circulation whether he will take 
it or not. The capital stock of the national 
banks is now about $600,000,000. If they were 
allowed to issue 80 per cent of that amount in 
notes, guaranteed by the government, our na- 
tional bank circulation would be nearly five 
hundred millions instead of two hundred mill- 
ions. It would be redeemable in coin and it 
would have the guarantee of the government 
behind it. 


A LARGE AMOUNT OF COIN, 


“Would it not be possible that the govern- 
ment would be embarrassed by the demand for 
a large quantity of coin, if there was such an 
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enormous amount of paper money in circulation 
not based on coin in the treasury?” 

‘* Theoretically it is possible,” said Mr. Eck- 
els, ‘‘but it is not at all likely. If people knew 
that they could get coin for their notes at any 
time they would not want it. You have now 
one thousand millions of greenbacks secured by 
only one hundred millions of gold. Yet no one 
wants the gold because he knows that he can 
get it whenever he does want it.” 

“The notes of any failed bank would be re- 
deemable from this safety-‘und as a whole and 
not from the proportion which that bank had 
contributed to the fund?” 

‘‘The whole fund would be pledged to the re- 
demption of any notes which any of the banks 
could not redeem and the pledge of the govern- 
ment would be behind it. In New York it was 
the intention to have put just this plan in oper- 
ation. But through some mistake in drawing 
the law the safety fund was made a fund for the 
payment of depositors, too. Yet even under 
these conditions the operations of the law were 
successful, The Scotch system is very like this, 
and it is very successful. The Scotch banks 
are permitted to issue notes to a certain per- 
centage of their capital and assets, and these 
notes are without the guarantee of the govern- 
ment; but the notes are regarded as perfectly 
secure. The Canadian system, too, is similar. 
And during the recent panic the volume of cur- 
rency of Canada increased or diminished ac 
cording as there was need for more or less in 
circulation. You see, there isa heavy tax on 
circulation, and the banks will not keep it out 
unless there is a demand for it. But when there 
is a demand for it they issue it. So it is flex- 
ible, suiting itself to all demands. That would 
be the case here.” 

Speaking of government supervision of na- 
tional banks I asked Mr. Eckels what propor- 
tion of the failed banks of the recent panic were 
within his jurisdiction. 

‘‘During the recent trouble,” said Mr. Eckels, 
“154 national banks suspended and 540 state 
and private banks. Of the national banks 
ninety resumed; of the other banks only about 
seventy. But the wonder was that so many 
banks were able to keep open in the general pa- 
ralysis of business and that so many resumed.” 

I asked Mr. Eckels if he believed that it was 
the law which was repealed which created the 
panic, or simply the lack of confidence in that 
law. He said that he thought it was rather the 
lack of confidence. Returning to the subject of 
the safety fund plan I asked him if the risk to 
depositors in national banks would not be in- 
creased if the assets were pledged tothe redemp- 
tion of the circulation. 

“‘The depositors of national banks have lost 
very little by failures,” said Mr, Eckeis. ‘‘From 
the foundation of the national banking system 
181 banks had failed up to October 31. 1892. 
The dividends paid to depositors of these banks 
average 8g per cent; so the average loss to de- 
positors was only I1 per cent.” 
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DEPARTMENT. 


DEPARTMENT FOR BANK ASSISTANTS. 


Designed to embrace matters of especial interest to tellers, bookkeepers and employees in subordinate positions, 
and conducted with their co-operation. 


THE DUTIES OF A TELLER IN A CANADIAN BANK. 


Prize Essay, by Mr. R. W. Crompton, of the Canadian Bank of Commerce, 


NOTE:—While this paper deals especially with the 
course of business in Canada, there are so many points 
in it of suggestive value to bank tellers in the United 
a that its publication in this JOURNAL is desir- 
able, 


State concisely the various points to be noted 
by a teller with regard to checks or any other 
form of payment and deposits,or any other form 
of receipt; also other matters in which he has to 
deal with customers across the counter and es- 
pecially how he can advance the interests of his 
employer. 


The following points should be noted 
by a teller with regard to checks: 

Authority to pay must be expressed 
upon a check, either by the marking of 
the ledger-keeper, or the initials of the 
manager or the accountant. 

A teller is not relieved altogether from 
responsibility regarding the genuine- 
ness of the signatures, even though a 
check is marked good when presented to 
him, and he should remember that if he 
pays a forged check the bank has to 
bear the loss, as the amount cannot 
stand charged against the account of the 
depositor whose name is forged, but if 
such a check is presented by and paid to 
an innocent holder, payment may be re- 
covered from him if a demand is prompt- 
ly made. 

A teller is held responsible for the 
identity of the payee or indorsee to 
whom he pays money on a check pay- 
able to order. 

The amount expressed in words is the 
sum payable, if a discrepancy between 


words and figures exists. 

Payment of undated checks, or checks 
dated on Sunday, should not be refused. 

Any alteration in amount or otherwise, 
should be initialed by the drawer. 

If, in a check payable to order, the 
payee or indorsee is not correctly des- 
ignated, or if his name is mis-spelled,he 
may indorse as he is described, and add, 
if he choose, his proper signature, or he 
may indorse by his proper signature 
alone. 

Any member of a firm can sign the 
firm’s name for purposes which are 
strictly in connection with such firm's 
ordinary business. 

When a check is payable to the order 
of an incorporated company, the teller 
must know that the officers signing have 
authority to do so. 

When a check is payable to the order 
of the executors of an estate, and there 
be more than two executors, a majority 
of signatures is sufficient. 

If a check is payable to the order of 
two or more payees or indorsees that are 
not partners, all must indorse. 

When a check is indorsed condition- 
ally, payment is valid whether the con- 
ditions have been fulfilled or not. 

A check drawn payable to the order 
of a married woman, say Mrs. John 
Smith, must be indorsed Mary Jane 
Smith, or whatever her christian name 
may be. 
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A check drawn payable to ‘‘ bearer,” 
is paid without the identity of the payee 
being established, though it is always 
well to refer checks so drawn, for very 
large amounts, toa higher official before 
payment is made. 

A crossed check should not be paid in 
cash across the counter. 

lf a crossed check has been reopened 
by the drawer of it writing within the 
transverse lines ‘‘ pay cash,” and initial- 
ing the same, it should be treated as an 
uncrossed check. 

A check that has been outstanding for 
an unusual length of time, should be re- 
ferred to the manager or accountant be- 
fore payment is made, especially if signed 
by the drawer’s attorney. 

Payment of acheck after countermand 
of payment, or notice of customer’s 
death has been received, renders the 
payer liable for the amount to drawer 
and heirs respectively. 

Checks on own branch should be 
stamped ‘‘ paid ” immediately after pay- 
ment, and if any check on another bank 
or branch 1s inadvertently cancelled, it 
may be legally stamped ‘‘ cancelled in 
error,” or wordsconveying similar mean- 
ing, and the cancellation then has no 
significance. 

Checks form the principal medium 
through which money is drawn from a 
bank, and many of the foregoing points 
given in regard thereto, are applicable 
to the other forms of payment with 
which a teller has to deal, but there are 
special points to be observed regarding 
the latter, and amongst them are the 
following: 

Bank drafts, letters of credit, and all 
such forms, should not be cashed until 
the teller has been made aware that ad- 
vice of their issue has been received. 

A bank’s own dividend warrants are 
paid at par at any of its branches. 
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If a dividend warrant is made payable 
to two or more persons holding stock 
jointly, the receipt of one of such per- 
sons is a sufficient discharge to the bank 
for the money, unless express notice has 
been received by the bank to the con- 
trary. In the case of executors, a ma- 
jority of signatures should be obtained. 

The law regarding crossed checks ap- 
plies also to dividend warrants. 

A teller should see that the interest 
due upon a deposit receipt presented for 
payment has been checked by the officer 
appointed for the purpose, and the total 
amount paid—that is, principal and in- 
terest—should be written across the 
face of the receipt. 

When cashing checks, etc., on out- 
side points, the regular commissions 
should be charged unless waived by 
higher authority. 

Payment in torn or partially defaced 
dominion or bank notes, is by law for- 
bidden. 

It is only compulsory to pay $100 at 
one time in Dominion notes, should a 
demand be made for them. 

The following points should be noted 
with regard to deposits: 

The cash should be counted, and the 
various items offered, checked, and the 
whole carefully ticked off and compared 
with the figures on thedeposit slip. Ex- 
tensions and additions should also be 
checked. 

Sight drafts, other cash items, and 
unmarked checks on other banks, should 
be initialed by a higher official. 

Particular care should be exercised 
with regard to the commissions on cash 
items—they should be exacted in all 
cases as authorized by the manager 
Commissions are a good source of rev- 
enue to a bank. 

A teller should see that sight drafts, 
&c., are properly drawn, and carefully 
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check the indorsements upon the vari- 
ous checks, &c. deposited as cash. 

Crossed checks on other banks may be 
taken on deposit and sent for collection 
in the ordinary way, but a check crossed 
specially to more than one bank should 
be refused. 

Light gold should be avoided as much 
as possible, and silver should not be 
taken too freely. 

American money is taken at par at 
many points in Canada, but a teller’s 
attitude towards it is governed by the 
express directions of his manager. 

A teller should inform himself fully 
as to banks no longer in existence, so as 
to quickly detect any bills of such banks 
offered in a Geposit. 

Forged bank notes must be stamped 
‘‘ counterfeit,” or ‘‘ forgery,” before 
being handed back to the customer 
offering them. 

A deposit for credit of a current ac- 
count should not be taken from any one 
not authorized by the manager to have 
such an account. 

A teller should initial every deposit 
slip as soon as checked and enter it in 
his blotter, but he should not, under 
any circumstances whatever, enter a de- 
posit in a customer’s pass-book—wheth- 
er current account, savings’ bank, or 
any other—nor should he return the de- 
posit slip to the customer after it is 
initialed, to hand to the ledger keeper 
for purpose of entry in ledger or pass- 
book. This is sometimes done in the 
smaller branches, but it is a practice 
fraught with much danger to the teller 
and the bank. 

The deposit slip should go direct from 
the teller to the ledger-keeper. 

When taking payment of notes and 
other bills it is necessary to carefully 
compare the amount offered with that 
expressed on the bill, and all checks, 
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whether on own bank or other banks, 
offered in payment, should be marked 
good before the bill is handed out as 
paid. 

The indorsement of the bank’s cus- 
tomer should a!ways be cancelled 
when a bill is prepaid by any other 
party thereto. 

The signature of every applicant for a 
deposit receipt, or of a depositor in the 
savings bank, or current account led- 
gers, should always in the first instance 
be obtained for purpose of comparison, 
either by the teller or other officer, 

A teller’s position is one of trust and 
opportunities, requiring the exercise of 
many qualities which should be sedu- 
lously cultivated and developed, among 
them being civility, courteousness, tact, 
and an unfailing command of temper; 
these are primarily necessary and daily 
requisite. By the exercise of them 
much good may be done; by their ab- 
sence, much more than a corresponding 
amount of injury to the bank’s interests 
will assuredly ensue. His actions and 
conversation should not be such as to 
create an impression that he isa me- 
chanical ornament—a species of auto- 
matic cash register—it is a mistake, and 
the creation of such a feeling will mili- 
tate against his usefulness; but, on the 
contrary, he should display an intelli- 
gent interest in his work, and an evi- 
dent desire to please those with whom 
he is transacting business, without 
going to the extreme of obsequiousness. 
If he is thoroughly interested in his work 
he will find many opportunities of doing 
good constantly coming before him,and 
they should be embraced. Itis well for 
him to bear in mind, for instance, that 
a bank’s circulation is an important 
factor of profit, and that any increase 
of it carries with it its percentage 
of profit, and it should be an ob- 
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ject, therefore, to get it out amongst 
people, and into districts, with whom 
and where it will remain the longest, 
remembering that notes of the smaller 
denominations—especially fives—circu- 
late more freely, and have consequently 
a longer life before finding their way 
back to the bank than the larger ones; 
and that as few legal tenders as possible 
should be paid out, 

The savings bank should receive as 
much attention as possible, and there is 
possibly no other officer in a country 
branch who can do more than a teller 
towards the building up of this valuable 
portion of a bank’s business. In fact, 


were all the tellers employed by any 
bank to enter intoa compact to do their 
utmost to increase the total of the sav- 
ings’ bank deposits, and the increase 
could by any possibility be shown, the 
result most probably would surprise, 


not only the tellers, but many of the 
younger higher officials who somehow 
or other appear to become imbued with 
the erroneous idea that prosperity is 
reached solely through the eminence of 
their own abilities. 

Customers’ deposits should be care- 
fully watched, more particularly those 
of customers having advances from the 
bank, and if anything of an unusual 
character is observed—such as a large 
deposit of the notes of another bank, 
legal tenders, &c.—it would be well to 
report the fact to the manager to whom 
it might prove interesting and valuable. 

Above all, friction with customers 
should as much as possible be avoided, 


BANK NOTES UNDER THE MICROSCOPE. 


In two bank notes which had been in use only five 
years, a French microscopist has tound 10,000 mic- 
robes, including the bacilli of tuberculosis and diph- 
theria and the germs of erysipelas. Sounds pretty 
bad, but we warrant the average American would 
take his chances with those same bank notes if their 
denominations are highenough. They might be han- 
dled with tongs. 
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as it is always more productive of harm 
than good. Tellers, like all other bank 
officers coming constantly in contact 
with the public, are subject to numerous 
petty annoyances, yet many of the sup- 
posed causes for annoyance are more 
fancied than real, and frequently the re- 
sult of a disordered temperament, and 
should not be honored with too much 
attention. The majority of a bank's 
customers are men of respectability and 
position, but they, far from being all 
alike, are most dissimilar; some are 
pleasant and easy to deal with, while 
others are an exact reverse, and ready 
to take offense at almost anything; yet 
a teller can with care and tact avoid 
friction, and also make all the cus- 
tomers feel that the bank appreciates 
their business—the manager being the 
proper person to advise them tothe con- 
trary, should it be necessary. A teller 
should, in short, be possessed with the 
thought that the good-will and friend- 
ship of the public are absolute necessi- 
ties to the existence of the corporation 
employing him, and that he himself was 
chosen to occupy his responsible posi- 
tion under the hope and expectation 
that he would prove himself capable of 
daily coming in contact with customers 
across the counter, without not only not 
giving offense, but of creating friends to 
his employers, and this can be done, and 
the interests of his employers best sub- 
served and advanced, by the adoption 
of an obliging, courteous manner to all 
customers, no matter what their respect- 
ive positions may be. 


BOOK NOTICE. 


The Werner Company, of Chicago, is publishing in 
weekly numbers a report of the proseetee? of the 
World’s Parliament of Religions, held in Chicago, in 
the Memorial Art Palace, under the auspices of the 
World’s Columbian Exposition. The addresses are 
complete, and verbatim, and are illustrated with por- 
traits of one hundred of the principal delegates and 
speakers. There are to be eleven parts, and the en- 
tire series costs but $1,00, postpaid. 
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INQUIRIES AND CORRESPONDENCE. 


4 he IS department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and ex 


pect prompt and careful consideration thereof, without charge. The names and place> 


of those submitting inquiries are published, unless special request is made to the contrary. 


Demand Where Note Payable at Bank. 


Hoosick, Fats, N. Y., Nov. 23, 1893. 
Editor Banking Law Journal: 
Kindly state in the JouRNAL, of whom the 


holder of the following note should make a de- 
mand for payment: 


New York, November 1, 1893. 
On demand, for value received I promise to pay to 
the order of John Doe, $100, with interest, payable at 
First Bank. 


(Signed.) RICHARD ROE, 


Must the maker, because the note is payable 
at a bank, be prepared at all times to have it de- 
manded of the bank without notice to him, or 
must a demand be made of the maker before it 
can be protested or sued? 

Respectfully, 


The holder should make demand of 
the bank. No notice to the maker, or 
demand upon him personally, is neces- 
sary, before protest or suit. The maker 
has made his note payable at the bank— 
promised to pay the money at the bank 
at any time when demanded—and is 
not entitled to personal demand away 
from the bank. 

In the above, we speak legally. In 
some cases, courtesy might suggest a 
notification to the maker. 


Remedy Upon Note Against Indorser 
Signing on Face. 


Crry Bank, (Chadbourn Bros. & Co.,) t 
Bivue Eartu City, Minn., Nov. 21, 1893. 


Editer Banking Law /ournat: 

Asa subscriber to your very valuable Law 
Journal I would like your opinion, in the De- 
cember number if possible, to the points raised 
in regard to a note, of which the following is a 
true copy. 


“$17.40. Rome, Minn., Feb. 9, 1892. 


Nov. 1st, after date, I prc mise to pay to the orde: of 
John Mehl the sum of $17 40, value received with inter- 
est at 10 per cent. perannum. 


Ole Graue. 
John Mehl.” 
(Indorsement) Bertel Anderson, without recourse ” 


The facts are, Ole Graue made and de- 
livered this note to John Mehl, the payee. 
Soon after, and before maturity, John Mehl 
for value received, gave the note to Bertel 
Anderson, who in turn, as appears, en- 
dorsed the note and gave it to another party, 
but AFTER MATURITY and without recourse. John 
Mehl placed his name upon the note for the pur- 
pose of transferring it to Anderson, but ignor- 
antly put it upon the face instead of the back. 
Mr. Mehl received no notice of non-payment of 
this note at maturity, and no attempt to protest 
the same was made. 

Mr. Mehl contends that he is simply an in- 
dorser, and as such entitled to notice of non- 
payment, and this not having been given, he is 
released. The holder contends that Mehl is 
a maker. 

If itis beld that Mehl is not simply an in- 
dorser, and that he is liable as on an original 
contract with Anderson, is this contract a con- 
tinuing one, and he still liable to the present 
holder, who received the note after maturity, 
from Anderson? If Mehl is not an indorser, 
then it is contended that the note was not nego- 
tiable, not having been indorsed by the payee, 
and the present holder cannot recover from 
Mehl. This is a small matter in itself, but 
there seem to be some points here that need 
some legal light. 

Thanking you in advance for your attention, 

I Remain, 
Yours Respectfully, 
W. E. C. Ross, Cashier. 


While it is regular and usual for an 
indorser to sign his name upon the back 
of a negotiable instrument, it has been 
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held in a number of cases that it may be 
written on any other portion of it, even 
on the face and under the maker’s name.* 
The point has not been passed upon by 
the Minnesota courts. We assume they 
would follow the authorities elsewhere, 
in which case, Mehl would be an indor- 
ser, and discharged by omission of no- 
tice of non-payment. 

While this disposes of the question, it 
will be instructive to inquire what effect 
the transfer of a note by a payee, with- 
out indorsement, has upon the remedy 
of the holder—as suggested, upon the 
assumption that the payee in this 
case signed as maker, and did not in- 
dorse the note. 

The supreme court of Minnesota, in 
Pease v. Rush, 2 Minn. 111, have an- 
nounced the following as the rule: 

‘*A promissory note like any other 
personal property can be transferred by 
mere delivery, so as to pass the title and 
the right to sue in the name of the 
holder. When a note is payable to 
order, and is found in the hands of a 
person not the payee, without the in- 
dorsement of the payee, the difference be- 
tween such a holder and one who holds 
by an indorsement, is that the former is 
not entitled to the privileges of a dona- 
fide holder, while the latter is: A note 
payable to order, passed without in- 
dorsement, is not taken in the regular 
course of business, and is subject to the 
same disabilities as if it had been taken 
after due.” 

But it seems, according to Van Eman 
v. Stanchfield, 13 Minn. 75, that other 
evidence, besides the mere possession 
of a note unindorsed by the payee, is 
necessary to enable the holder to prove 
ownership. 

It will be seen, therefore, that a trans- 


*See Daniel, Neg. Inst. § 688, and cases cited. 
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feree of a note, uniudorsed by the payee, 
has a right of action upon proving own- 
ership, but subject to defenses, the same 
as if taken after maturity. The present 
holder acquired the note after maturity, 
so that the fact of indorsement or non- 
indorsement by payee would be imma- 
terial as to his right of recovery; he 
could only enforce subject to equities in 
any event. This is his position as to the 
maker, Graue, but asto Mehl, the au- 
thorities sanction the conclusion that he 
is an indorser, and discharged by omis- 
sion of notice of non-payment. 


——_>___——_ 


Competency of Notary. 
BANK OF BENSON, 
BENSON, Minn., November 24th, 1893. 


Editor Banking Law Fournat. 

Will you kindly intorm me if a notary public, 
in this state, can take a legal acknowledgment 
of a mortgage running to his wife to secure 
money lent by her, the money being her separ- 
ate property, and he having no interest what- 
ever in the same? 

Yours truly, 
F. M Tuornton, Cashier. 


The only two decisions that we know 
of bearing directly upon this question, 
—Lynch v. Livingston, (6 N. Y. 422) in 
New York, and Ximball v. Johnson, (14 
Wis. 674) in Wisconsin, hold that such a 
notarial acknowledgment would be valid. 
In the Wisconsin case the court said: 


“The only question of law presesented is as to the 
validity of the acknowledgment of the mortgage. It 
was acknowledged before Mr. Goff, the husband of 
mortgagee. We donot think he was on that account 
disqualified from taking it.” 


In the New York case, a nephew of 
the grantee and his prospective heir at 
law took the acknowledgement; and 
the court held the act was merely minis- 
terial, and there was no disqualification. 

There is no Minnesota decision upon 
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the point inquired of, and the proba- 
bility is, the husband’s acknowledgment 
would be held valid, At the same time 
an excess of caution hurts no one, and 
it might be well to avoid all questionby 
having the acknowledgment made be- 
fore a notary, as to whose capacity, no 
question could arise. 

If the notary was interested in the 
conveyance, a different rule, according 
to other decisions, would apply, and he 
would be held under disability. 


CORRESPONDENCE 


FINANCIAL MATTERS IN CHICAGO. 


[FROM THE JOURNAL’S CORRESPONDENT. } 


Cuicaco, Ill., Nov. 10, 1893. 
Editor Banking Law Journal: 


DEAR Sir: They certainly do things ona large 
and generous scale in this great city, and what 
is more to the point they do promptly and witha 
will what they undertake. The great fair is 
over and the great crowd of strangers have 
nearly disappeared, but the project to preserve 
and utilize the elegant buildings has been taken 
hold of and I am confident will be carried 
through over any obstacles that may be pre- 
sented. 

The financial outlook is promising, money is 
accumulating in quantity, the difficulty being to 
loan it on satisfactory securities, and greater 
watchfulness and discrimination is being used 
in placing loans; but as the late stringency was 
caused by lack of confidence and not by great 


CONSTITUTIONALITY OF NATIONAL 
BANKS QUESTIONED. 
A MINNESOTA EDITOR THINKS THEY ARE WITHOUT 
THE PALE OF THE LAW, 

Fercus Fauts, Minn., Nov. 25.—A few days 
ago the grand jury of Otter Tail County indicted 
Frank Hoskins, editor of the Henning ‘‘Advo- 
cate,” for libel, the charge being that he made 
statements about the Fergus Falls banks during 
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inflatioa, and as the scare is over, the recovery 
will be rapid. 

The Bankers’ Association of Illinois met at 
Decatur on Tuesday, and a consolidation with 
the Private Bankers’ Association was brought 
about, which will largely increase the useful- 
ness of the association. 

You will receive a full report of the proceed- 
ings, so that it is not necessary for me to give 
them here in detail. 

Attorney C. A. Ewing, of Decatur, made the 
address of welcome. He said he was proud of 
the bankers of Illinois in the recent crisis of af- 
fairs. It had been acrisis particularly severe 
for old and triedinstitutions. While many banks 
elsewhere had gone to the wall and had spread 
distress and suftering on all hands the banks of 
Illinois had stood firm and secure. 

President J. J. P. Odell, of the Union Na- 
tional Bank of Chicago, responded, and referred 
to the efforts of the committee appointed at the 
convention of 1892, to secure needed legislation 
in regard to the indorsement of promissory 
notes and other evidences of debt. The com- 
mittee had prepared a statute which had passed 
the senate and reached a third reading in the 
house, but, in the confusion of the closing ses- 
sion, had been lost. The matter should be 
taken up at the next session of the legislature. 
Recent decisions of the supreme court rendered 
this necessary if bankers were to continue in 
business. Mr. Odell paid a very high compli- 
ment to the New York banks for their action 
during the late stringency and a resolution was 
adopted by the association commending them. 

It is to be regretted that the prevailing desire 
on the part of the public for sensational matter 
led to a somewhat exaggerated report of the 
proceedings in connection with the address by 
Mr. John Caro Russell, cashier of the National 
Bank of the Republic of St. Louis, which gave 
the impression that the bankers desired to sup- 
press all discussion in regard to silver, which 
was not the case. C. K. D. 


the financial depression calculated to do them 
great damage. This morning Editor Hoskins 
appeared in court and demurred to the indict 
ments, his demurrer being on remarkable 
grounds. He claims that the national banking 
act is unconstitutional in that it is a trust and 
against public policy; that it was conceived by 
foreigners in foreign interests, and that the 
banks cannot be libeled. Court adjourned 
without considering the demurrer, which will 
be taken up next Monday. 
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BANK-NOTE REDEMPTION. 
THE NEW LAW REQUIRING THE OWNERS TO PAY 
THE COST OF TRANSPORTATION, 

WASHINGTON, Nov. 28.—The order of Treas- 
urer Morgan requiring persons making remit- 
tances of national bank notes to the treasurer 
for redemption to pay transportation charges 
went into effect yesterday. If the charges are 
not prepaid, the amount thereof will be deduct- 
ed from the proceeds of the remittance at gov- 
ernment contract rates. Heretofore the prac- 
tice has prevailed of having the government pay 
the charges, and they then constituted a portion 
of the expenses assessed upon banks each year. 

The redemptions of national bank circulation 
and of other currency have been unusually 
heavy of late, especially since the financial 
stringency of the summer months, when so 
much money was hoarded, and the force of the 
redemption bureau of the treasury department 
has been compelled to work overtime in order 
to keep up with the work. It will be a consid- 
erable item of expense for the banks if they con- 
tinue to send as great an amount of notes under 
the new order as heretofore, as the transporta- 
tion rates are 15 cents for each $1,000 from New 
York and 50 cents per $1,000 for points with 
which the United States Express Company has 
no direct connection. 


* * * 
GOLD CERTIFICATES ISSUED. 


Certificates for gold deposits in denomina- 
tions of $5,000 and $10,000 were issued on the 
28th of November by the clearing house, and 
will be used among the banks in exchanges, in- 
stead of gold coin, The vaults for the coin upon 
which the certificates are based are now ready. 
They will hold $25,0c0,000. 


x * * 


THE BALTIMORE BANKS AND THE 
PANIC, 

The total amount of clearing-house certificates 
issued to the banks of Baltimore during the 
financial depression of 1893 was about $1,500,- 
ooo, of which considerably more than half have 
now been retired. We understand that an in- 
teresting question has arisen as to how any 
bank can be compelled to surrender its certifi- 
cates, in case it should desire to hold them as a 
good 6 per cent. interest-bearing investment. 
In the resolution adopted last June authorizing 
the issue of loan certificates, the limit of time at 
which these instruments were made available 
for the payment of balances was fixed at January 
1, 1894; and according to the spirit of these re- 
solutions, they were all to be retired by that 
time. Doubtless a resolution by the clearing 
house banks, cutting off the interest-bearing 


quality after that period, would be effective in 
settling a question of this nature, 

The conduct of the Baltimore banks during 
the recent financial crisis was in the highest de- 
gree creditable and it is purposed, ina near 
issue, to dwell more at length upon this subject. 


*x* * 


BANK REFORM IN NEW YORK. 


Presented by the Grand Jury. 


One of the presentments brought in Recorder 
Smyth’s court by the Grand Jury on November 
2oth, was in relation to the Madison Square 
Bank case. The Grand Jury says: 

‘“‘The Grand Jury presents to the court that 
the facts developed in the Madison Square 
Bank cases show that examinations by the ex- 
aminer as now made are cleariy insufficient and 
misleading, and that some radical change 
should be made in the system. 

“‘The Grand Jury furthermore feels obliged 
severely to condemn the conduct of those who 
give their namesto the management of financial 
institutions and negiect the duties of their posit- 
ions. 

“The higher the reputation of such persons 
the greater the value placed thereon in the com- 
munity as the guarantee of honest and intelli- 
gent management.” 


* * * 


BUSINESS NOTICES. 


Mr. W. Sanders Davies, public accountant and 
auditor, 19 Broadway, New York, has been elected to 
the office of trustee of the American Association of 
Public Accountants, vacant by the death of the late 
Mr. Louis Yalden, and also to the joint professorship 
of the theory of accounts, double entry and funda- 
mental —_—_ ot bookkeeping in the New York 
School of Accounts, which was held by Mr. Yalden at 
the time of his death. 


Abrahams, Smyth, Williams & Co., have com 
menced business as public accountants and auditors, 
at offices located in the Kemble Building, 19 Whitehall 
street, New York and their card will be found insert- 
ed in the accountants’ directory columns of this Jour- 
nal The individual partners of the firm are all mem- 
bers ofthe American Association of Public Account- 
ants, of which the junior partner, Mr. T. G. Williams, 
was formerly secretary. Mr. J. W. Abrahams, the 
senior partner, was for many years managing clerk 
for the eminent firm of Hamwood, Banner & Co., 
chartered accountants, one of the largest professional 
houses in the North of England, with offices at Man- 
chester, Liverpool, etc, and has for several years 
practiced in New York. Mr. Cleveland H. Smyth has 
also had superior training in all departments of ac- 
countancy, supplemented by practical experience in 
commercial work for large mercantile and trading 
houses in the West Indies and —aeey in the United 
States.” Mr. Williams has been prominent for many 


ears in New See peonperionss circles, and is identi- 
ry effo 


ed with eve rt to consolidate and unite the 
general body of accountants throughout the country. 





GEORGE G. WILLIAMS, 


resident of the Chemical National Bank and of the New York Clearing-Hous+ 


Association. 





